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PACIFIC RIM MINING CORP.

NOTICE OF EXTRAORDINARY
- GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT an Extraordinary General Meeting (the “Pacific Rim
Meeting”) of the members of Pacific Rim Mining Corp. (“Pacific Rim”) will be held at The Terminal
City Club, 837 West Hastings Street, Vancouver, British Columbia, on Wednesday, April 3, 2002 at
10:00 a.m., Vancouver time, for the following purposes:

1. To consider and, if deemed advisable, pass a special resolution (the “Pacific Rim
Resolution”) to approve and adopt an amalgamation agreement dated January 8, 2002
between Pacific Rim and Dayton Mining Corporation (the “Amalgamation
Agreement”) pursuant to section 248 of the Company Act (British Columbia). The
full text of the special resolution and the Amalgamation Agreement are attached as
Appendix B and Appendix C, respectively, to the accompanying Joint Management
Information Circular.

2. To consider and, if deemed advisable, pass an ordinary resolution terminating the
Pacific Rim Shareholder Rights Plan, effective on the effective date of the
Amalgamation.

3. To transact such further and other business as may properly come before the Pacific
Rim Meeting. . C

DATED at Vancouver, British Columbia on February 28, 2002.
By Order of the Board of Directors
“Thomas C. Shrake”

Thomas C. Shrake -
Chief Executive Officer and Director

Members who are unable to attend the Pacific Rim Meeting in person are asked to complete,
sign, date and return the enclosed form of proxy promptly to Computershare Trust Company
of Canada in the self-addressed envelope which has been provided or by fax at (604) 683-3694.
To be effective, the proxy must be received by Computershare Trust Company of Canada at its
office at 510 Burrard Street, Vancouver, British Columbia V6C 3B9 or by Pacific Rim no later
than 24 hours prior to the Pacific Rim Meeting or any adjournment thereof.’ ' :

TAKE NOTICE THAT pursuant to the Company Act (British Columbia) a member of Pacific Rim
may give Pacific Rim a notice of dissent by registered mail addressed to the registered office of
Pacific Rim at 2300 — 1055 Dunsmuir Street, Vancouver, British Columbia, V7X 1J1 until the date
which is not more than seven days after the Amalgamation Agreement is adopted by a special
resolution of the members of Pacific Rim. As a result of giving a notice of dissent, a member of
Pacific Rim, on receiving a notice of intention to act under section 207 of the Company Act, may
require Pacific Rim to purchase all of his shares in respect of which the notice of dissent was given.




DAYTON MINING CORPORATION

NOTICE OF ANNUAL AND EXTRAORDINARY
GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the 2002 Annual and Extraordinary General Meeting (the
“Dayton Meeting”) of the members of Dayton Mining Corporation (“Dayton”) will be held at The
Terminal City Club, 837 West Hastings Street, Vancouver, British Columbia, on Wednesday,
April 3, 2002 at 10:30 a.m., Vancouver time, for the following purposes:

1. To receive (and consider) the report of the Directors. .

2. To receive (and consider) the financial statements of Dayton for the fiscal period
ended December 31, 2001, together with the report of the Auditors thereon.

3. To appoint Auditors and to authorize the Directors to fix the Auditors’ remuneration.
4. To elect Directors.
5. To consider and, if deemed advisable, pass a special resolution (the “Dayton

Resolution”) to approve and adopt an amalgamation agreement dated January 8, 2002
between Dayton and Pacific Rim Mining Corp. (the “Amalgamation Agreement”)
_pursuant to section 248 of the Company Act (British Columbia). The full text of the
‘,spemal resolutlon and the Amalgamation Agreement is set out as Appendix A and
' Appendlx C, respectwely, to the accompanying Joint Management Information
Circular.

6. To transact such further and other business as may. properly come before the Dayton
4 Meetmg

" DATED at Vancouver, British Columbia on February 28, 2002.
By Order of the Board of Directors
“William H Myckatyn” -

© ‘William H. Myckatyn =
Chairman

Members who are unable to attend the Dayton Meéeting in person are asked to complete, sign,
date and return the enclosed form of proxy promptly to Computershare Trust Company of
Canada in the self-addressed envelope which has been provided or by fax at (604) 683-3694.
To be effective, the proxy must be received by Computershare Trust Company of Canada at its
office at 510 Burrard Street, Vancouver, British Columbia V6C 3B9 or by Dayton no later than
24 hours prior to the Dayton Meeting or any adjournment thereof. Lo .

TAKE NOTICE THAT pursuarit to the Company Act (British Columbia) a member of Dayton may
give Dayton a notice of dissent by registered mail addressed to the registered office of Dayton at
Suite 2600, Three Bentall Centre, 595 Burrard Street, P.O. Box 49314, Vancouver, British Columbia,
V7X 113 until the date which is not more than seven days after the Amalgamation Agreement is
adopted by a special resolution of the members of Dayton. As a result of giving a notice of dissent, a
member of Dayton, on receiving a notice of intention to act under section 207 of the Company Act,
may require Dayton to purchase all of his shares in respect of which the notice of dissent was given.




7 No.
Vancouver Registry
IN THE SUPREME COURT OF BRITISH COLUMBIA

o INTHE MATTER OF THE COMPANY ACT o
R S B. C 1996, CHAPTER 62 AND AMENDMENTS THERETO .

"AND |
IN THE MATTER OF THE AMALGAMATION OF

" DAYTON MINING CORPORATION

oA
PACIFIC RIM MINING CORP.
| o PETITIONERS
NOTICE OF HEARING
TO B ‘.1  ! ) (It is not intended to serve the Petltlon on any person but notlce of the hearing

" date has been provrded in wr1t1ng to all shareholders secuntyholders and major
 creditors of the Petitioners.) ‘

- TAKE NOTICE that the application of Petitioners'dated . - . - - “will be
heard in Chambers at the Courthouse at 800 Smithe Street, Vancouver, Brltlsh Columbia, on
Wednesday, April 10, 2002 at the hour of 9:45 a.m.: o

The parties have agreed as to the date of the hearing of this application.
It has been agreed by the.parties that the hearing will take 10 minutes.

This matter is within the jurisdiction of the Master. .

DATED: -0 o . o 52002 . o o

Solicitor for the Petitioner ~~  Solicitor for the Petitioner
Pacific Rim Mining Corp. .. Dayton Mining Corporation
MARTIN PALLESON =~ = JENNIFER J. LYNCH '




NOTICE TO UNITED STATES SHAREHOLDERS

THE SECURITIES TO BE ISSUED PURSUANT TO THE AMALGAMATION HAVE
NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES
AND EXCHANGE COMMISSION, ANY STATE SECURITIES COMMISSION OR ANY
OTHER. REGULATORY _AUTHORITY, NOR . HAS THE  UNITED STATES
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION OR OTHER REGULATORY AUTHORITY PASSED ON THE
ADEQUACY OR ACCURACY:OF THIS CIRCULAR. ANY REPRESENTATION TO
THE CONTRARY IS A CRIMINAL OFFENSE. : S

The solicitation and transactions contemplated herein are made in-the United States for securities
of a Canadian issuer in accordance with Canadian corporate and securities laws. Dayton
Shareholders and Pacific Rim Shareholders and the holdets of Dayton Stock Optrons and Pacific
Rim Stock Options should be aware that requirements under such Canadian laws may differ from
requirements under United States. corporate and securities-laws relatrng to-“United States
corporations.. :

The Amalco Shares and Amalco Stock Options to be 1ssued m the Amalgarnatron have not. been
regrstered under the U.S. Securrtres Act and are bemg issued in reliance on the. exemptlon from
registration set forth in Section 3(a)(10) thereof on the basrs of the approval of the Court as
described under “Part I: The Amalgamation - Court’ Approval” The solicitation of proxiés 1s
not subject to the requirements of Section 14(a) of the U.S. Exchange Act by virtue of an
exemption applicable to proxy solicitation by foreign private issuers as defined in' Rule 3b:4‘of
the U.S: Exchange Act. Accordingly, this Circular has been prepared in’ accordance with the
disclosure requirements of Canada. Residents of the United Statés should be aware that such
requirements are different than those of the United States applicable to reglstratlon statements
under the U.S. Securities-Act and proxy statements under the U.S. Exchange Act. Likewise,
information concerning the properties and operations of Dayton and Pacific’ er has been
prepared in accordance with Canadian standards, and is not comparable in all respects to srmrlar
mformatron for United States companres

Certam of the ﬁnancral statements and pro forma and hlstorlcal ﬁnancral 1nformat10n lncluded
herein have. been prepared .in accordance with Canadian. generally accepted: accounting
principles, which differ from United States generally accepted accounting principals in certain
material respects, and. thus. may not be comparable to-financial statements and pro forma and
hrstorrcal financial information. of United States companies. - : v =

SEE “CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS” and
“CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS” for certain
information concerning tax consequences of the Amalgamation for shareholders who are United
States taxpayers. : ' : 7

Enforcement by Pacific Rim Shareholders, Dayton Shareholders and the holders of Dayton Stock
Options and Pacific Rim Stock Options of civil liabilities under the United States securities laws
may be affected adversely by the fact that Pacific Rim and Dayton are organized under the laws
of a jurisdiction other than the United States, that-some or all of their officers and directors are
residents of countries other than the United States, that some or all of the- experts named in this
Circular may be residents of countries other than the United States, and that all or a substantial
portion of the assets of Pacific Rim and Dayton and such persons may be located outside the
United States.
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“Amalco”

“Amalco Stock Options”

“Amalco Shareholders”
“Amalco Shares”

“Amalgamation”

“Amalgamation Agreement”

“AMEX?”
“Canadian GAAP”

“Certificate of
Amalgamation”

“Circular”

“Company Act”

“Computershare”

“C 0o u.rt”
“Court Order”
“Dayton”

“Dayton Board”

GLOSSARY OF TERMS

The company continuing from the Amalgamation of Pacific
Rim and Dayton

The options to purchase Amalco Shares to be issued to the
holders of the Dayton Stock Options and Pacific Rim Stock
Options under the Amalgamation =~ ,

‘The members of Avm‘al‘cd

The common shares of Amalco

The amalgamation of Pacific Rim and Dayton “under the
Company Act pursuant to the Amalgamation Agreement

" The agreement between Pacific Rim and Dayton dated as of

January 8, 2002 relating to the Amalgamation as set forth in
Appendix C to this Circular : .

The American Stock Exchange
Canadian generally é¢cept¢d accountirrg principlés

The Certificate of Amalgamation issued by the Reglstrar wrth
respect to the Amalgamation

This joint management information circular to be 'sent by
Pacific Rim to the Pacific Rim Shareholders in connection with

the . Pac1ﬁc le Meeting and by Dayton to the Dayton

Shareholders in connection with the Dayton Meeting

The Company Act (British Columbia)

Computershare Trust Company of Canada, Pacific Rim’s and

,Dayton S reglstrar and transfer agent

‘The Supreme Court of British Columbia

The order of the Court approving the Amalgamation
Dayton Mining Corporation, a British Columbia company

The board of directors of Dayton




“Dayton Meeting”

“Dayton Shareholders”

“Dayton Shares”

“Dayton Special Committee”’

“Dayton Stock Options”
“Dundee Securities”

“Dundee Securities Opinion”

“Effective Date” or “Effective
Date of the Amalgamation”

“Exchanges”

. February 21,

22

The annual and extraordinary general meeting of the Dayton
Shareholders at which the Amalgamation Agreement is to be
approved and adopted by a Special Resolution

The members of Dayton
Thgelcommo,r‘l shares with\(‘)iitb par value in the éapital of Dayton

The special committee of the Dayton Board comprised of John
W. Ivany, David K. Fagin and Douglas D. Donald

Options to purchase Dayton Shares issued from time to time

~ Dundee Securities Corporation

The ‘written fairness opinion of Dundee Securities dated
2002 to the Dayton Board relatmg to the
Amalgamatlon

The date set forth in the Certificate of Amalgamation, which is

_e_\xpﬁected }0 be on or about April 11, 2002

.. The Toronto Stock Exchange and the Amerlcan Stock

~ Exchange

“Exchanging Shareholders”
“Haywood”

“Haywood Opinion”

“Letter of Transmittal”

“Market Price”
“Ordinary Resolution”

“Pacific Rim”

The Pacific Rim Shar‘ehé‘l'derfs and the Dayton Shareholders

Haywood Securities Inc.

Thé Wnttén fairness oplmbn of Haywood dated February 28,

2002 to the Pac1ﬁc Rxm Specxal Committee relating to the
'Amalgamation

The letter of transmittal to be fully completed and submitted to

~ Computershare by a Pacific Rim Shareholder or a Dayton
" Shareholder in order to obtain the Amalco Shares to which he

is entitled under the Amalgamation

The market price of a ‘s:ecurity calculated in the manner
prescribed in the Securities Act (British Columbia) and the
Rules thereto

A resolution passéd byv a simple majority of the votes cast by

‘members who, being entitled to do so, vote in person or by

proxy on the resolution

Pacific Rim Mining Corp., a British Columbia company




“Pacific Rim Board” -

- “Pacific Rim Meeting”
“Pacific Rim Shareholders”
“Pacific Rim Shares”
“Pacific Rim Shareholder

Rights Plan”

“Pacific Rim Special
Committee”

“Pacific Rim Stock Options”

“Registrar”

“Rights Agreement”

“Special Resolution”

“Superior Proposal”

“Tax Act”

“TSE”

“United States” and “U.S.”

23-

The board of directors of Pacific Rim

The extraordinary generai meeting of the Pacific Rim
Shareholders -at which the Amalgamation-Agreement is to be
approved and adopted by a Special Resolution

The members of Pacific Rim

The common shares without par value in the capital of Pacific
Rim '

The shareholder rights plan adopted by Pacific Rim effective
August 18, 1999 pursuant to the Rights Agreement

The special committee of the Pacific Rim Board comprised of
Tom Shrake, Anthony Petrina and David DeWitt

Options to purchase Pacific Rim Shares issued from time to
time

The Registrar appointed under the Company Act

The agreement dated as of August 18, 1999 between Pacific
Rim and Montreal Trust Company of Canada (now
Computershare) governing the Pacific Rim Shareholder Rights
Plan ’

A resolution passed by a majority of not less than 3/4 of the
votes cast by members who, being entitled to do so, vote in
person or by proxy on the resolution

An unsolicited bona fide written Acquisition Proposal which
the board of directors of the party receiving such proposal
determines in good faith after consultation with its financial
advisors would, if consummated in accordance with its terms,
result in a transaction more favourable to the members of the
party receiving the proposal than the Amalgamation

The Income Tax Act (Canada), R.S.C. 1985, c.1 (5th Supp.), as
amended, including the regulations promulgated thereunder

The Toronto Stock Exchange

The United States of America, its territories and possessions,

‘any State of the United States, and the District of Columbia
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“U.S. Exchange Act” . - The United States Securities Exchange ‘Aet of 1934, 'as
amended

“U.S. Securities Act” - - - The United States Securities Act of 1 933; as amended




SUMMARY OF JOINT MANAGEMENT INFORMATION CIRCULAR

The following is a summary of certain information contained in this Circular and is qualified in
its entirety by and should be read in conjunction with the more detailed information appearing
elsewhere in this Circular. All financial information relating to the entities resulting from the
Amalgamation is pro forma information based on the pro forma financial statements of such
entities contained herein. Certain capitalized terms used in this Circular without definition are
defined in the “Glossary of Terms” which is located immediately preceding this summary.

The Amalgamation

Pacific Rim and Dayton have agreed, subject to the satisfaction of certain conditions precedent,
to amalgamate under the Company Act to form a new company under the name “Pacific' Rim
Mmlng Corp.”. Pursuant to the Amalgamation, each Pacific Rim Shareholder will be entitled to
receive ‘one Amalco Share in exchange for each Pacific Rim Share held-and each’ Dayton
- Shareholder ‘will be entitled to receive' 1.76 Amalco Shares for ‘each Dayton Share held. The
- Pacific Rim Shareholdérs and the Dayton Shareholders are bemg asked to approve and adopt the
' Amalgamatron Agreement by a Spec1al Resolutlon

| Pacxfic er Shareholder Approval of Amalgamatlon E

Pacific er has called the Pacrﬁc er Meetmg to be held at 10 00 a.m. on: Apnl 3, 2002 at The
Terminal City Club, 837 West Hastings Street, Vancouver, British Columbia, for the Pacific Rim
Shareholders to consider and if’ they see’ ﬁt approve and adopt the Amalgamatron Agreement by
a Special Resolution. .

Dayton Shareholder Approval of Amalgamation

Dayton has called the Dayton Meeting to be held at 10 30 a.m. on Apnl 3 2002 at The Termmal
* City Club, 837 West Hastings Street, Vancouver, British Columbia, for the Dayton Shareholders to

consider- and if- they see fit, approve and adopt the Amalgamatron Agreement by a Specral
Resolutron : :

' Benefits of the Amalgamatlon

Pacific Rim and Dayton believe that the Amalgamation will permit the continued Viability of
each company and will enable the members of both companies to participate in'a company: -

Ci(a) . w1th a substantral asset-base-and ﬁ.tture cash ﬂow

(b)v wrth a larger market caprtahzanon and ﬂoat provrdmg the shareholder wrth
greater hquldrty for its common shares; - . - o : ~ ‘

(o) J Wthh can beneﬁt from a number of synergres resultmg from the combmatlon of
- the businesses and affairs of Pacific Rim and Dayton, including the meshmg of the
operations expertise of Dayton and the exploration expertise of Pacrﬁc Rim;
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(d) with an advanced exploration opportunity - the El Dorado Gold prospect in El
Salvador — and cash to finance exploration on'the property; SRR

(e) - with ongoing gold and silver production enabling the shareholders to benefit from
* increases in the prices of these metals; = = T L

(f,)." 2y | with reduced combinéd loverhead costs; and -

(g) = .with.a greater focus on exploration as a means to increase the: asset»,ba'se-- of
Amalco.

‘See “Part I. Amalgamation - Benefits of the Amalgamation”.
Recoinméndatiohf of the B,dard;(‘)f Di‘rectors\of ,Pyacifi‘ic Rimv S

Due to, the fact that two directors of Pacific Rim are also directors of Dayton,: the Board of
Directors .of Pacific Rim formed a special committee made up of individuals: other than. the
directors in common. The Pacific Rim Special Committee considered and negotiated the terms of
the Amalgamation Agreement with a similar committee formed by Dayton.. The Pacific: Rim
Special Committee recommended to the Pacific Rim Board that the Amalgamation Agreement
be approved and that it be presented to the: Pacific . Rim: Shareholders for.their.approval:: The
Pacific Rim Board unanimously recommends that Pacific Rim Shareholders vote in favour
of the Special Resolution to approve and adopt the Amalgamation Agreement. o
In reaching the foregoing conclusions, the Pacific Rim Beard ebtained and- considered financial
and legal advice and considered a number of other factors which it believed to be relevant. See
“Part I The Amalgamation - Recommendation of Pacific Rim Board”.

Opinion of Financial Advisor to Pacific Rim

Haywood:acted as financial advisor to the Pacific Rim, Special Committee in connection-with the
Amalgamation.. ;In‘tuhe_opinionpf; Haywood, as, at the date of its written opinion and based.upon
the aSsumptions made, matters considered and limits of review set forth in its written opinion;
the Amalgamation is fair, from a financial point of view, to the Pacific Rim Shareholders. See
“Part I: The Amalgamation - Opinion of Pacific Rim Financial-Advisor”. and “Appendix:D+
Opinion of Pacific Rim Financial Advisor.”

Recommendation of the Board of Directors of Dayton

Due to the fact that two directors' of Dayton are- also directors: of Pacific Rim, the Board of
Directors of Dayton formed a special committee made up of individuals other than the directors
in' common. The Dayton. Special- Committee considered and negotiated the terms of the
Amalgamation Agreement with a similar committee formed by Pacific Rim. The Dayton Special
Committee recommended to the Dayton Board that the' Amalgamation Agreement be approved
and-that'it be presented to the Dayton Shareholders'for ‘their approval. The ‘Dayton Board
unanimously recommends that Dayton -Shareholders vote in favour' of the Special
Resolution to approve and adopt the Amalgamation Agreement. :
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In reaching the foregoing conclusions, the Dayton Board obtained and considered financial and
- legal advice and considered a number of other factors which it believed to be relevant. See
- “PartI: The Amalgamation - Recommendation of Dayton Board™.

Opinion of Financial Advisor to Dayton

Dundee Securities has acted as financial advisor to Dayton in connection with the
Amalgamation. In the opinion of Dundee Securities, as at the date of its written opinion and
~ based upon the assumptions made, matters considered and limits-of review set forth in its written
opinion, the terms of the Amalgamation are fair, from a financial point of view, to the Dayton
Shareholders. See “PartI: The Amalgamation - Opinion of Dayton Financial Advisor” and
“Appendix E - Opinion of Dayton Financial Advisor”.

Effective Time of the Amalgamation

Subject to receipt of the requisite Pacific Rim Shareholder, Dayton Shareholder, Court and
- regulatory approvals having been obtained and all other conditions to the Amalgamation having
| been satisfied or waived, it is presently anticipated that the Amalgamation will become effective
" onor about April 11, 2002.

Stock’ Exchange Listings After the Effective Date

. Application has been made to have the shares to be issued pursuant to the Amalgamatlon listed
. on the TSE. In addition, discussions with AMEX indicate that AMEX is receptive to listing of
the Amalco Shares and an application will be made. It is a condition to the Amalgamation that
such approval be granted, but Pacific Rim and Dayton have indicated that, if AMEX does not
agree to list the Amalco Shares such condition will be waived insofar as it relates to hstmg by
AMEX.

Court Approval

The Amalgamation requires the approval of the Court under the provisions of the Company Act.
Subject to the approval of the Amalgamation Agreement by the Pacific Rim Shareholders and
the Dayton Shareholders, the hearing by the Court in respect of the Court Order is scheduled to
take place on April 10, 2002 at 9:45 am. All Pacific Rim Shareholders, Dayton Shareholders
and holders of Dayton Stock Options and Pacific Rim Stock Options have the right to participate
in, be represented or to present evidence or arguments at the hearing by the Court in respect of
the Court Order. At the hearing of the application in respect of the Court Order, the Court will ~
consider, among other. thmgs the fairness of the Amalgamation to the Pacific Rim Shareholders,
Dayton Shareholders and holders of Dayton Stock Options and Pacific Rim Stock Options. The
Court may approve the Amalgamation Agreement either as presented or subject to terms and
conditions the Court considers appropriate or may dismiss the application.




Income Tax Cons1derat10ns

For information with respect to the income tax cons1derat10ns relevant to the Amalgamatron see
“Part I: The Amalgamation” — “Certain Canadian Federal Income Tax Con51derat10ns” and
“Certain United States Federal Income Tax Considerations”. : :

Drssent Right for Shareholders

Pa01ﬁc Rim Shareholders and Dayton Shareholders have the nght to d1ssent in respect of the
Amalgamation and to be pard the fair value for their shares. See “Part I: The Amalgamation -
Right of Dissent”. ‘- :

Information Concerning Pacific Rim

A description of the assets, business and operations of Pacrﬁc er pnor to the Amalgamatron is
presented in this Crrcular under “Part II: Information Concerning Pacific er” : I

Paclﬁc Rim Shareholder_,Rrghts Plan -

Pacific Rim currently has a Shareholder Rights Plan in place, which expires on August 18, 2002.
Subject to the approval of the Pacific Rim Shareholders at.the Pacific Rim Meeting, the' Pacific
Rim Board has resolved that the Pacific Rim Shareholder nghts Plan will terminate on the
Effective Date. o S e , o DT : ‘

‘Inforrnation Concerning Dayton

A descrrptron of the assets business. and operatlons of Dayton is presented in ‘this Clrcular under
“Part III: Information Concerning Dayton” and the materials attached to this Circular and
incorporated by reference herein.

The Company Resulting from the Amalgamation

A descnptron of the materlal aspects of Amalco 1nclud1ng its busmess share caprtal and ﬁrst
board of directors is presented in this Clrcular under “Part IV: The Company Resultrng from the
Amalgamatron : R : o : ;

Selected Pro Forma Cornl)ined' 'Cons‘ol‘i'dated Fivna}'nci'al Informaﬁon of Amalco . o

The followmg selected pro forma combined consolrdated financial information is based on the
assumptions described in the notes to the pro forma financial ‘statements attached hereto as
Appendix F. The pro forrna statements ‘are not necessarrly indicative of what Analco’s ﬁnanmal
position or results of 0perat1ons would have been if the events reflected therein had been in efféct
on the dates indicated, nor do they purport to project Amalco’s financial position or results of
operation for any future periods.
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Pro Forma Combined Consolidated Statement of Operations
(m thousands of Us dollars except per share amounts in U. S dollars)

Year-ended December 31; 2001

Revenues s 14913

Operating Costs and Expenses - - 16,525
Operating Loss 1,612
Operating and Other Expenses S 2,670
Net Loss 47282
Loss Per Share ‘ 0.05
Average Shares Outstanding o - 78,276,794

Pro Forma Consolidated Balance Sheet
- (in thousands of US doll_ars,.exeept share:arrroynts) o

~ As at December 31, 2001 .

Clb]rreht,«A‘ssets L ‘, .
Property. Plant & Equipment

Closure Fund
Total Assets

Current Liabilities

Lease Obhgatron ‘
Total L1ab1ht1es )

Shareholders Equrty

$ 12,2240 -
11,580 .-~

3,217
27,021
7,593
Nil
7,593
19,428
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EXCHANGE RATES
On February 21, 2002 the noon rate in Tofonto, péyable in Canadian doﬂars, as reportéd by the
Bank of Canada was $1.591 for each US$1.00. The closing, low, high and noon spot rates for
the U.S. dollar in terms of Canadian dollars at the end of each of the five years ended December

31, 2001 and for the month ended January 31, 2002 as reported by the Bank of Canada were as
follows: ' ’ B

2002 2001 2000 1999 1998 1997
(One month .
ending '
January 31) P
Closing 1.587 1.593 1.500 1.443 1.533 = 1431
Low : 1.583 1.590 1.495 1.442 1.529 1.429
High 1.596 1.598 1.504 1.455 1.548 1.433

Average Noon 1.600 1.548 1485  "1.486 = 1483 1384
FINANCIAL INFORMATION AND ACCOUNTING PRINCIPLES

Unless otherwise indicated, the financial statements and summaries of financial information
contained in this Circular are reported in United States dollars. All such financial statements
have been prepared in accordance with Canadian generally accepted accounting principles.
Unless otherwise indicated, all other references to monies are in Canadian dollars.

CAUTIONARY STATEMENT REGARDING F ORWARD-LOOKING STATEMENTS

Certain statements contained herein constitute “forward-looking statements™ within the meaning
of section 21E of the U.S. Exchange Act. Such forward-looking statements, including but not
limited to those with respect to the development of mineral deposits, the price of mineral
commodities and Amalco’s financial resources involve known or unknown risks, uncertainties
and other factors, which may cause the actual results, performance or achievements of Amalco to
be materially different from those projected by such forward-thinking statements. Such factors
include, among others, the factual results of current exploration activities, changes in project
parameters as plans continue to be refined, access to capital and future prices of gold, silver and
other factors discussed under the heading “Risk Factors” in this Circular and in Dayton’s 20-F
attached to this Circular as Appendix I.




DAYTON MINING CORPORATION PACIFIC RIM MINING CORP.
595 Burrard Street, Suite 2393 #860, 625 Howe Street
PO Box 49186 Vancouver, BC V6C 2T6
Vancouver,' BC V7X 1K8 I S S

J OINT MANAGEMENT INF ORMATION
CIRCULAR |

GENERAL PROXY INFORMATION
Solicitation of Proxies

This' Cir¢ular is furnished in connection with the solicitation of proxies by the management of
each of PACIFIC RIM MINING CORP. and DAYTON MINING CORPORATION for use at
- the'Pacific Rim Meeting and the Dayton Meeting, both of which are to be held on Apnl 3, 2002
at the times and places and for the purposes set forth in the Notices of Meeting which accompany
' this Circular. The cost of the solicitation of proxies by each of Pacific Rim and Dayton in
. connection with the Pacific Rim Meeting and the Dayton Meeting has been and will be borme by
. Pacific Rim and Dayton, respectively. Either Pacific Rim.or Dayton may retam other
~ persons, entities or companies to solicit proxies on its behalf. » Lo :

- Voting of Proxies and Appointment of Proxy Holder

The forms of proxy accompanying this Circular confer discretionary authority upon the proxy
nominees with respect to any amendments or variations to matters identified in.the Notices .of
Meeting or any other matters which may properly come before the Pacific Rim Meeting or the
Dayton Meeting, as the case may be. On any ballot or poll, the shares represented by the proxy
will be voted or withheld from voting in accordance with the instructions of the member as
specified in the proxy with respect to any matter to be voted on. If a choice is not soi specified,
or if both choices are specified, with respect to any such matter, the shares represented by a
proxy will be voted: in favour of the resolutions referred to. therein; for approval and
adoption of each: of the resolutions to be considered at the Pacific Rim Meeting and the
Dayton Meeting. A méember has the right to appoint a person (who need not be a' member)
to attend and act for the member and on the member’s behalf at the relevant: meeting: other
than the persons designated in the form of proxy and may exercise such right by inserting
the name in full of the desired person in the blank space provided in the form of proxy and
striking out the names now designated. The form of proxy must be délivered by mail or:fax
to the companies’ Transfer Agent which, in both cases, is Computershare Trust Company
of Canada, 510 Burrard Street, Vancouver, British Columbia, Canada, V6C3B9 (fax no.
(604) 683-3694) not later than 24 hours before the Dayton Meeting or the Pacific Rim
Meeting, as the case may be. A self-addressed envelope is enclosed.




Revocation of Proxies.

A member has the right to revoke a proxy at any time before it is exercised. A proxy may be
revoked by a written revocation signed by the member or the member’s authorized attorney or,
where the member is a corporation, by a duly authorized officer or attorney of the corporation.
This revocation must be delivered either to, the Computershare Trust Company of Canada,
510 Burrard ' Street; Vancouver,  British Columbia, ‘Canada, V6C 3B9 at‘any time up to and
including the last business day preceding the Pacific ‘Rim Meeting or the Dayton Meeting, as the
case may be, or to the Chairman at the Pacific Rim Meeting or the Dayton Meeting, as the case
may be, or any adjournment of any such meeting. - A proxy may also be revoked in any other

manner provided by law. ST T
Record Date, Voting Shares and Principal Holders

The record date for determining the Dayton Shareholders entitled to receive notice of; attend and
vote at the Dayton Meeting was fixed by the Board of Directors of Dayton as. February 26, 2002.

At the record date, there were 31,123,974 Dayton Shares outstanding and entitled to-be voted at

the Dayton Meeting and each Dayton Share is etitled toone vote. . .

The;fdlloWihQare;the ﬁames of the ».only DaytonShéreholderswho‘are known by '»Dayton;to-;own‘
beneficially, directly. or indirectly, ‘or exercise control or direction.over, more ‘than: 10% of the
common shares of Dayton as at February 26,2002: - = ... . . PRI R LT T IR

Name and Address No. of Common Shares ' .. 'Percentage of Common Shareés . -

Kinross Gold 10,003,437 32.1%
Corporation i o w0 TR
Toronte, Ontatio. B

Dundee Precious: -+« -~ 4447306 - . o 143% e
Metals:Inc. .. R T S SR S ;
Toronto, Ontario: <+ - i+

The récord date for determining the Pacific Rim Shareholders entitled to: receive notice' of, attend
and vote atthe ‘Pacifi¢ Rim ‘Meeting: was- fixed: by the ‘Board . of Directors: of :Pacific ‘Rim-as
February: 26,.2002. - At-the record date; there . were 23,498,600 Pacific: Rim' Shares-outstanding
and entitled:to:be voted-at-the Pacific Rim Meeting and:each Pacific Rim'Share:is.entitled to one
\‘(:ote.;':..f':;-i A el e e e AL St O TR PR
To the knowledge of the directors and. senior officers of Pacific. Rim,-there are. no. persons or
companies who ‘beneficially..own; directly or:indirectly, or exercise control or discgetidn;;over,'

shares. carrying: more, than 10%; of the. voting rights attached ~to:éllp~outstanding shares. of Pacific

et




PART I: THE AMALGAMATION
G_eneral ‘, .

Pursuant to the terms of the Amalgamation Agreement, Dayton and Pacific Rim have agreed to
‘amalgamate pursuant to section 248 of the Company Act to form a new company under the name
“Pacific Rim Mining Corp.” Each Pacific Rim Shareholder will receive one Amalco Share in
“exchange for each Pacific Rim Share held and each Dayton Shareholder will receive 1.76
" Amalco Shares in exchange for each Dayton Share held. Following the Amalgamation, Dayton
and Pacific Rim ‘Shareholders will hold approximately 70% and 30%, respectively, of the
outstanding Amalco Shares. . : : S o - IEN
Background to the Amalgamation
Management of Dayton and Pacific Rim first discussed a possible asset acquisition in late March
~of 2001. At that time confidentiality agreements were signed and Pacific Rim management
visited the El Dorado site. Minimal work was done on a possible transaction until Pacific Rim
" completed the sale of its Diablillos project to, Silver Standard Resources Inc. in November, 200 1
when the possibility of a business combination of the two companies was discussed. Dayton and
' Pacific Rim management visited the Andacollo project in Chile in November and the Rawhide

- Mine in Nevada in December. A number of meetings were held in person and by telephone in
December, 2001:and early in January, 2002. ’ e ' s

" The, Dayton Board met on October 16, 2001 and, among other things, discussed a potential
business combination with Pacific Rim. Because Mr. Myckatyn and: Ms. McLeod-Seltzer were
- members of both the Dayton Board and the Pacific Rim Board, the Dayton Board determined
that it was appropriate to form the Dayton Special Committee to consider the Amalgamation and,
if thought appropriate, negotiate the proposed terms of the Amalgamation. The Dayton Special
Committee was formed on October 24, 2001 and was made up of Mr. John Ivany, Mr. Douglas
Donald, and Mr. David Fagin, all-of whom are independent directors of Dayton.. The Dayton
Special Committee engaged Dundee Securities to provide advice on the proposed. amalgamation.
The Dayton Special Committee and the Pacific Rim Special Committee negotiated. the:terms of
the Amalgamation. The Dayton Special Committee and Dundee Securities made their
recommendation to the Dayton. Board on January 8, 2002. The Dayton . Board, with Mr:
Myckatyn and Ms. McLeod-Seltzer abstaining, unanimously approved the Amalgamation as
proposed, subject to receiving a fairness opinion from Dundee Securities, completion of final:du€¢
diligence by January 31, 2002, and receipt of regulatory and shareholder approvali: - -

The Pacific Rim Board met on October 11, 2001-and,- among other things, discussed a. potential
business combination with Dayton. Because Ms. McLeod-Seltzer and Mr. Myckatyn were
members of both the Pacific Rim Board and the Dayton Board, ‘the Pacific Rim Board
determined that it was appropriate to form the Pacific Rim Special Committee to consider the
Amalgamation and, if thought appropriate, negotiate the proposed terms-of the Amalgamation.
The Pacific Rim Special Committee was formed on November 28, 2001 and was made up of Mr.
Tom Shrake, Mr. Anthony Petrina, and Mr. David DeWitt, all of whom are independent directors
of Pacific Rim. The Pacific Rim Special Committee engaged Haywood to provide advice on the
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proposed Amalgamation. The Pacific Rim Special Committee and Haywood made thei
recommendation to the Pacific Rim Board on January 8, 2002. The Pacific Rim Board, with Ms
McLeod-Seltzer and Mr. Myckatyn abstaining, unanimously approved the Amalgamation a:
proposed, subject to receiving a fairness opinion from Haywood, completion of final -dus
diligence by January 31, 2002, and receipt of regulatory and shareholder approval.

Benefits of the Amalgamation for Dayton

Dayton’s major assets are its 49% interest in the Rawhide Mine in Nevada, and-its 100% interest
in the El Dorado advanced exploration project in El Salvador. Its Andacollo' Mine in Chile is
owned by Dayton’s 100% owned subsidiary, Compaiiia Minera Dayton, Ltda (“CMD”). " The
Andacollo Mine is operating under a court approved Creditor’s Plan and is in the process ' of
liquidating its assets and satisfying debts due to creditors. Dayton de-consolidated its interest in
CMD in December, 2000 and has no material liabilities relating to CMD.: ‘ ' R

The Rawhide Mine will be ceasing open pit operations in July, 2002 and will crush stockpiled
lower grade ore for an additional’six to eight months. This will be followed by an additional two
years ‘of residual leaching from the heaps. 'Dayton’s share’of expected production’ from: the
beginning' of 2002 is approximately 100,000 cunces over the next three years. ‘The operation
will generate positive cashflow' at’ current’ gold ‘and silver prices, with most-of thiS“cbfﬁinglin
2003'and 2004. U T e e T ey s
The El Dorado project is an advanced exploration/development project located in El Salvador.
The property has historical production between 1948 and 1953 and was essentially dormant until
the end of the civil war in El Salvador'in' 1992. The property was acquired by Mirage Resource
Corporation and substantial exploration work was conducted on the property in the'mid*1990%s,
Dayton acquired all"of the outstanding'shares ‘of Mirage Résource Corporation ‘i April, 2000.
Dayton did additional drilling ‘in 2000 but did riot"‘c‘OﬁdUCtuahy' significant work 'on the property
in 2001. : P O L S A

Dayton’s resource-and reserve estimates for the year ended Deécember 3 1,,2001 on the Rawhide
Mine, Andacollo Mine and El-Dorado exploration project are disclosed in: Item"4.D'= “Property,
Plant and Equipment’in Dayton’s F orm20-F attached as Appendix I to'this'Circular. =+ © -

With the cessation of mining operations in Chile in 2000, and the winding ‘down: of operations at
the Rawhide: Mine, the: future-of Dayton is dependent on the successful ‘exploitation  ofi the El
Dorado:property. Because of current gold:prices, no.meaningful werk was planned until-higher
cash flows eventuated from the Rawhide Mine in 2003, = S T

Benefits of the Amalgamation for Pacific Rim

Pacific Rim sold its major asset, the Diablillos project in Argentina, to Silver Standard Resources
Inc. late in 2001. The terms of the sale included cash payments- of US$1.5 million by the end of
2001 (paid), with an additional US$1.9. million .in staged payments of cash or shares over the
next two years (of which US$1,000,000 has been paid in shares). . T
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Pacific Rim has become aware of a significant shift in attitude in the gold industry today away
from number of ounces of production to a high level of profitability. This means that, for
properties to be of interest, they have to have the potential for low operating and low capital
costs. High grade, underground deposits such as Dayton’s El Dorado-property fit this model. In
the opinion of Pacific Rim, El Dorado already has a hrgh grade resource with potentral to
srgmﬁcantly increase in size. :

Wrth the sale of the Diablillos project to Silver Standard Resources Inc Pacific Rim had
successfully monetized its interest in the property and were looking for a property like El Dorado
;that had the potent1al to ﬁt the low caprtal low cash cost hrgh grade underground deposit model.

Dayton and Pacrﬁc er Together

;Dayton is changing ‘from a junior operating company.to an exploration company with a.very
‘prospective asset, but insufficient cash to exploit it in the short to medium term. Pacific Rim is a
‘well managed exploration company with immediate cash looking, for a property where it can add
ishareholder value. The merger of these companies creates an entity that will result in reduced

.aggregate overhead costs and allow for aggressrve exploration of the El Dorado property in the
‘'short term. : o

}Accordinglyi there are a number of benefits ‘for Pacific Rim, ':Dayton and their shareholders
.which are anticipated to result from the Amalgamation ‘including the following:

(a) a substantial asset base and future cashr ﬂow

(b)  a larger market capitalization and ﬂoat prov1d1ng the shareholders with greater
liquidity for their Amalco Shares; - = -

() the ‘positive synergies resulting from. the combination of the businesses and affairs
of Pacific Rim and Dayton, including the meshing of the operatrons expertise of
Dayton and the exploration expertise of Pacific Rim; :

.(d) the combination of an advanced exploration opportunrty - the El Dorado Gold
prospect in El Salvador — and cash to finance exploration on the property;

~(¢)  ongoing gold and silver produ'ction’ enabling the shareholders to benefit from
 increases in the prices of these metals;

H reduced combined overhead costs; and
(g) . agreater focus on exploration as a means to increase the asset base of Amalco.

Recommendation of Pacific Rim Board

' Due to the fact that Catherine McLeod-Seltzer, President of Pacific Rim, and William H.

Myckatyn, President and CEO of Dayton, are directors of both Dayton and Paciﬁc Rim,
Ms. Seltzer and Mr. Myckatyn abstained from voting on the proposed amalgamation when it was
considered by the Pacific Rim Board. The Pacific Rim Board formed a special committee made




up of individuals other than these two directors in common. The Pacific Rim Special Committe¢
considered and negotiated the terms of the Amalgamation Agreement with a similar committeé
formed by Dayton. The. Pacific Rim Special Committee considered many factors, including a
report prepared by Haywood who were retained to provide advice with respect to the faimess of
the Amalgamation, from a financial point of view, to Pacific Rim Shareholders. Upon
completion of its work, the Pacific Rim Special Committee recommended to the Pacific Rim
Board that the Amalgamation Agreement be approved and that it be presented to the Pac1ﬁc R1m
Shareholders for their approval : ‘

The Pac1ﬁc Rim Board determined based on, among other things, the consrderatlons noted
below, that the terms of the Amalgamation are in the best interests of Pacific Rim and are fair to
Pacific Rim Shareholders, and unanimously recommends that Pacific Rim Shareholdérs -vote.in
favour of the Special Resolution to approve and adopt the Amalgamation Agreement. Ini;
reaehmg its conclusmn the Pacific R1m Board considered, among other th1ngs the followmg " f

(a)  management’s review of, and advice with respect to, results of operatlons and
T prospects of each of Pacific Rim and Dayton : : SRR
(b) the share exchange ratio provided for in the Amalgamation Agreement;. .~ = ..

(c) - the Haywood Opinion that the Amalgamation is fair from. a_financial. point of!
view to the Pacific Rim Shareholders as. of the date of such written:opinion, and{
based upon and subject to the matters set forth therein. See “Part I:
Amalgamation - Opinion of Pacific. Rim Financial Advisor” and Appendlx D —;
“Opinion of Pacrﬁc Rim F1nanc1al Advisor”; *

(d)  the fact that the Amalgamation must be approved by a Spec1a1 Resolutxon passed
by not less than 3/4 of the votes cast at the Pacific Rim Meeting by Pacific Rim

* Shareholders and by the Court, which the Pacific Rim Board is advised will'
consider, among other things, the fairness of the Amalgamatlon to the Pacific R1m
Shareholders; and ; '

(e) the fact that the Amalgaration includes provisions which will permit Pacific Rim .
Shareholders who oppose the Amalgamation to, upon compliance with certain :
conditions, dissent from the approval of the Amalgamation Agreement in '
'accordance with the Company Act and be paid the fair value of their Pacific Rim |
Shares as provided therein. :

Opinion of Pacific Rim Financial Advisor

The Pacific Rim Special Committee retained Haywood to act as its exclusive financial advisor
with respect to the Amalgamation. Such financial adv1sory services included providing advice
and assistance in the evaluation, and the furnishing of opinions as to the fairness, from'a financial
point of view, to the Pacific Rim Shareholders, of the proposed transaction. ‘

In conniection with the Pacific Rim Special Committee’s consideration of the Amal_ganiation,
Haywood delivered the Haywood Opinion to the effect that as of February 28, 2002, basedon its
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review. and assumptions and subject to the limitations summarized therein, the Amalgamation is
fair, froma financial point of view, to the Pacific Rim Shareholders.

The full text of the Haywood Opinion dated February 28, 2002, which sets forth the assumptions
made, procedures followed, matters considered and limitations on the. review undertaken,.is
attached and contained in Appendix D — “Opinion of Pacific Rim Financial Advisor”. Pacific
Rim ‘Shareholders are urged to read the Haywood Opinion carefully in its entirety. The summary
of the Haywood Opinion is quallﬁed in its entirety by reference to the full text of such oplnlon

In amvrng at 1ts opmron Haywood rev1ewed among other things: -
)‘ .-

-+ (a)  the Amalgamation Agreement;
() the Circular;

".(c) certain publlcly avallable busmess and ﬁnanc1al 1nformat10n w1th respect to each
of Pacific Rim and Dayton;

| (d)  stock market data relating to Pacific Rim and Dayton and other selected relevant
]) .- (. publicly traded companies; and

() comparable transactions involi}ing exploration cornpanies 'Of si‘milar'siz'e’

In addrtron Haywood reviewed certain pubhcly available business and ﬁnan01al lnfonnatlon
with respect to other companies in a similar industry, publicly available financial térms of certain
other business combinations and such other information as Haywood con51dered relevant under
the circumstances of the Amalgamation.

Haywood will receive fees for their services in connection with the Amalgamation, none of
which is contingent upon the consummation of the Amalgamatlon Haywood has not provrded
financial advisory services or participated in any financings of Pacific Rim or Dayton wrthm the
past 24 months except as follows: .

- (a), inJune, 2000 Haywood was one of three agents that partlclpated in an offering of
" special warrants, wherein Pacific Rim raised $7,329,492.50. Seven percent of the
gross proceeds ($513,064.47) was pald to the three agents, part of which was paid
‘to Haywood, and 50,090 agents warrants were issued to Haywood as an agency

fee. The warrants explred unexercised, on June 15, 2001; and

(b) in the spring of 2001 Haywood was engaged by Pac1ﬁc le to conduct certain

o due diligence for a proposed acquisition of a private company, Wthh transaction

the board subsequently did not approve, for whrch services Haywood received a
nominal fee.

Haywood has, in the past, provided and may, in the future, in the ordlnary course of its business,
perform financial advisory, investment banking and other related services to Pacific Rim or
Dayton, or any of their respective associates or affiliates and Haywood has and will receive
customary fees for such services. In the ordinary course of business, Haywood or its affiliates
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may trade in the debt and equity securities of both Dayton and Pacific Rim for their own
accounts and for the accounts of their customers and, accordingly may at any time hold a long o1
short position in such securities.

Recommendation of Dayton Board

Due to the fact that Catherine McLeod-Seltzer, President of Pacific Rim, and William H.
Myckatyn, President and CEO of Dayton, are directors of both Dayton and Pacific Rim, Ms.
McLeod-Seltzer and Mr. Myckatyn abstained from voting on the proposed amalgamation when
it was considered by the Dayton Board. The Dayton Board formed a special committee made ug
of individuals other than these two directors in common. The Dayton Special Committee
considered and negotiated the terms of the Amalgamation Agreement with the Pacific Rim
Special Committee. The Dayton Special Committee considered many factors, including a report
prepared by Dundee Securities, who were retained to provide advice with respect to the fairness
of the Amalgamation, from a financial point of view, to Dayton Shareholders. Upon completion
of its work, the Dayton Special Committee recommended to the Dayton Board that the
Amalgamation Agreement be approved and that it be presented to the Dayton Shareholders for
their approval.

The Dayton Board has determined based on, among other things, the considerations noted below
that the terms of the Amalgamation are in the best interests of Dayton and are fair to Dayton
Shareholders, and unanimously recommends that Dayton Shareholders vote in favour of the
Special Resolution to approve and adopt the Amalgamation Agreement. In reaching its
conclusion, the Dayton Board considered, among other things, the following:

(a) management’s review of, and advice with respect to, results of operations anc
prospects of each of Pacific Rim and Dayton;

M) the share exchange ratio provided for in the Amalgamation Agreement;

(c) the opinion of Dundee Securities that the Amalgamation is fair from a financial
point of view to the Dayton Shareholders as of the date of such written opinion.
and based upon and subject to the matters set forth therein. See “Part I: The
Amalgamation - Opinion of Dayton Financial Advisor” and Appendix E -
“Opinion of Dayton Financial Advisor”;

(d)  the fact that the Amalgamation must be approved by a Special Resolution passec
by not less than 3/4 of the votes cast at the Dayton Meeting by Daytor
Shareholders and by the Court, which the Dayton Board is advised will consider.
among other things, the fairness of the Amalgamation to the Dayton Shareholders;
and

(e) the fact that the Amalgamation includes provisions which will permit Daytor
Shareholders who oppose the Amalgamation to, upon compliance with certair
conditions, dissent from the approval of the Amalgamation Agreement ir
accordance with the Company Act and be paid the fair value of their Daytor
Shares as provided therein.




Opinion of Dayton Financial Advisor

The Dayton Special Committee retained Dundee Securities to act as its exclusive financial
advisor with respect to the Amalgamation. Such financial advisory services included providing
advice and assistance in the evaluation, and the furnishing of opinions as to the fairness, from a

financial pomt ‘of view, to the Dayton Shareholders of the proposed transaction.

In connection with the Dayton Special Committee’s con51derat10n of the Amalgamatron Dundee
Securities delivered the Dundee Securities Opinion to the effect that as of February 21, 2002,

- based on its review and assumptions and subject to the limitations summarized therein, the terms

-~ of the Amalgamation are fair, from a financial point of view, to the Dayton Shareholders:

The full text of the Dundee Securities Opinion dated February 21, 2002, which sets forth the
assumptions made, procedures followed, matters considered and limitations on the review
undertaken, is attached and contained in Appendix E. Dayton Shareholders are urged to read the
Dundee Securities Opinion carefully in its entirety. The summary of the Dundee Securities

‘Opinion i is qualified in its entlrety by reference to the qu text of such oplmon

In arriving at its opinion, Dundee Securities reviewed, among other things:

(a)  the Amalgamation Agreement;

(b) ' certain pubhcly available business and financial information with respect to each
of Pacific Rim and Dayton; o

() stock market data relating to Pacific Rim and,Dayton and international junior
mining exploration and development companies generally;

(d)  the internal scoping study for Dayton’s El Dorado exploration project and
Dayton’s internally generated monthly reports for the Rawhide Mine; and

(e) certain information with respect to Pacific Rim’s exploration properties.

“In addition, Dundee Securities reviewed 'such other financial, market, corporate and industry

information, investigations -and analyses, research  and testing of assurnptlons as Dundee

 Securities considered necessary or appropriate in the circumstances.

Dundee Securities will receive fees for their services in connection with the Amalgamation, none
of which is contingent upon the consummation of the Amalgamation. Dundee Securities has, in
the past, provided and may, in the future, in the ordinary course of its business, perform financial
advisory, investment banking and other related services to Pacific Rim or Dayton, or any of their
respective associates or affiliates and Dundee Securities has and will receive customary fees for
such services. In the ordinary course of business, Dundee Securities or its affiliates may trade in
the debt and equity securities of both Dayton and Pacific Rim for their own accounts and for the
accounts of their customers and, accordmgly may at any time hold a long or short posmon in
such securltles
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Dundee Precious Metals Inc., a reporting issuer managed by an affiliate of Dundee Securitie
owns 14.3% of the outstanding Dayton Shares.

The Amalgamatibn Agreeinent"

Paéiﬁc Rim and Dayton have enytiéred into the Amalgamation Agreement daféd January 8, 200!
The summary below is qualified in its entirety by the text of the Amalgamation Agreemei
which is attached as Appendix C to this Circular. :

Under ,fhe terms of the Arﬁalgamation Agfeement, Pacific Rim and Daytoh will_bé amalgamate
under the Company Act and:

(a) .. each outstanding Pacific Rim Share will be exchanged for one Amalco Share; anc
(b);: ~each outéﬁanding Daytoﬁ, Share will be exchangéd for 1.76 Amaléo Sha,r‘es_v,.’ |

Each of Pacific R1m and D‘éytlbhy provided representations and warranties to the ‘c')thfer, in th
Amalgamation Agreement regarding certain customary commercial matters, including corporate
legal and other matters relating to their respective affairs. o

The obligation of Pacific Rim and Dayton to complete the transactions contemplated in th
Amalgamation Agreement are subject to the fulfilment, or waiver by one or both of Pacific Rin
and Dayton, as the case may. be, on or before the Effective Date of certain conditions, including
the following: :

(@) - approval and adoption of the, Amalgamation Agreement by a Special Resolutior
of each of the Dayton Shareholders and the Pacific Rim Shareholders;

-(b) the Amalgamation Agreement not having been terminated;

(c) approval by the TSE and AMEX of the listing of the Amalco Shares to be issuec
‘pursuant to the Amalgamation; ‘ § ‘

(d). . Pacific Rim: Shareholders and. Dayton Shareholders shall not have_delivered
.., notices of dissent pursuant to-the Amalgamation with respect to more than 5% of
the issued and outstanding Pacific Rim Shares and Dayton Shares respectively;

(e)  each party performing each of its obligations and each representation . and
warranty contained in the Amalgamation Agreement being true; and

® there being no change which has had a matérial adverse effegit_dn the party in
~ question. , ’ ’

The Amalgamation Agreement provides that neither Pacific Rim nor Dayton will solicit or
encourage the initiation of any inquiries or proposals regarding any merger, amalgamation, take-
over bid, sale of substantial assets, sale of treasury shares or similar transactions involving
Pacific Rim, Dayton or any of their respective subsidiaries (each an “Acquisition Proposal”),
provided that nothing in the Amalgamation Agreement prevents the board of directors of either
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company from considering, negotiating, approving and recommending to its-shareholders a
Supenor Proposal

E1ther Pamﬁc Rim or:Dayton may terminate the. Amalgamatron Agreement at -any. tlme if therr
respective board of directors has accepted or approved, or recommended acceptance or approval
to ‘its shareholders: of, a. Superior. Proposal. If either company' terminates: the Amalgamation
Agreement as a result of a Superior Proposal, it is’ required to pay ‘US$250,000:to the other
company. :

The Amalgamatlon Steps

The Arnalgamatlon will be carned out pursuant to the Company Act. The followmg procedural
steps among others, must be taken in- order for the Amalgamatlon to: become effectrve

. (‘a)’ the Amalgamatron Agreement must be approved and adopted by a Specral
Resolution of each of the Pacific Rim Shareholders and the Dayton Shareholders;

(b)  the Court must grant the Court Order;

(c) all conditions precedent to the Amalgamation, as set forth in the Arnalgamat1on
’ Agreement ‘must be satisfied or waived by the appropr1ate partles and s

d) . the Court Order together w1th the Amalgamatlon Agreement must be ﬁled w1th
- . the Registrar. - e B

Court Approval

_ The Amalgamat1on Agreement requxres approval by the Court Subject to the approval and
“adoption of the Amalgamation Agreement by a Special Resolutlon of each of the Pac1ﬁc Rim
Shareholders and the Dayton Shareholders, the hearmg in respect of the Court Order is scheduled
~ totake place at 9:45 a.m., or SO soon thereafter as counsel may be heard on. April 10,5 2002, All
' Pacific Rim Shareholders, Dayton Shareholders and holders of Dayton Stock Opth - and Pacxﬁc
- Rim Stock Options who wish to participate in or be represented or ‘to present evidence or
- arguments at the hearing in respect of the Court Order may do so, subject to filing an Appearance
* with the Court and satisfying any other requirements. At the hearing of the application in respect
of the Court Order, the Court will be asked to.consider, among other things,. the fairness of the
Amalgamation to the Pacific Rim Shareholders, Dayton Shareholders and holders of Dayton
Stock Options and.Pacific- Rim Stock Options: - The Court. may approve.the Amalgamation as
- proposed or as amended in any manner.the Court may -direct, subject to -compliance  with-such
- terms and conditions, if any, as the Court deems fit. . The Court Order will constitute the basis. for
an exemption from certain requirements under the U.S. Securities Act with respect to the
securities of Amalco 1ssued pursuant to the Amalgamation and the Court will be so advised.

Assumlng the Court Order is granted and the other condmons to the Amalgamat1on Agreement
- are satisfied or waived, it is anticipated that the Amalgamation will become effective on or about
April 11, 2002, ‘
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Pacific Rim Shareholder Approval of Amalgamation

- Pacific Rim has called the Pacific Rim Meeting to be held at 10:00 a.m. on April 3, 2002 at Th
Terminal-City. Club, 837 West/Hastings Street,” Vancouver, British Columbia, for the Pacific Rir
Shareholders to:consider and, if they.see fit; approve and adopt the ‘Amalgamation Agreement b
a.Special Resolution. . :At.the Pacific: Rim Meeting, each Pacific Rim Sharcholder will be entitle
to vote on the basis of one vote per Pacific Rim Share'held. .- ' Coee

Dayton Shareholder Approval of Amalgamation

Dayton has called the Dayton Meeting to be held at 10:30 a.m. on April 3, 2002 at The Termine
City Club, 837 West Hastings Street, Vancouver, British Columbia for the Dayton Shareholders t
consider and, if they seefit,: approve and -adopt the ‘Amalgamation Agreement by a Specia
Resolution. At the Dayton Meeting, each Dayton Shareholder will be entitled to vote on the
basis of one vote per' Dayton Shareheld. + =+ IR :

Resale of Amalco Shares

Canadian Securities Laws

The Amalco Shares'to. be:issued-in exchange for Dayton Shares ‘or Pacific Rim Shares pursuan
to the Amalgamation will be issued in reliance on exemptions from prospectus and registratior
réqhirements of applicable’ Canadian securities Taws.© An' application will be made by Pacific
Rim and Dayton to the Quebec Securities Commission to exempt the distribution of Amalcc
Shares from the prospectus and registration requirements in Quebec. Amalco Shares will
generally be “freely tradable” (other than as a result of any “control person” restrictions which
may arise by virtue of ownership thereof and subject to customary restrictions of general
application) under applicable Canadian securities laws. Amalco Shares will, however, be subjéct
to festrictions affecting their resale in _Quebec, unless such restrictions are removed by the
Quebec Securities Commission. It is riof intended that Amalco will become a reportirig issuer in
Quebéc. Holders of Amalco Shares who are resident in Québec are advised to corisult with

their legal advisers regarding resale restrictions,
TR P R R P RS o e A T
Uniited States Securities Laws ™

The issuance of Amalco’ Shares in exchange for Dayton Shares or Pacific Rim Shares pursuant to
the Amalgamation will not 'be registered under the U.S. Securities Act or the securities laws: of
any’state of ‘the United States and will ‘be effected in reliance upon' the exemption ‘from
régistration’ providéd by Section 3(a)(10)-of the U.S. Securities Act and exemptions provided

under the'fse’cutities laws 'of each state of the United States. ‘

Pt vy

Amalco- Shares received By a holder who. will be an “affiliate” of Amalco . after -the
Amalgamation or is an “affiliate” of Dayton or Pacific Rim prior to the Amalgamation will be
subject to certain' restrictions on resale imposed by the U.S. Securities Act. ‘As defined in
Rule 144 under the U.S. Securities' Act, an “affiliate” of an' issuer is a person that directly, -or
indirectly through one or more intermediaries, controls, or is controlled by, or is under common
control with, such issuer.
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Persons who are not affiliates of Dayton or Pacific Rim prior to the Amalgamation.and are not
affiliates of Amalco after the Amalgamation may resell their Amalco Shares in the United States
w1th0ut restriction under the U.S. Securltles Act :

Persons who are afﬁhates of Amalco after the Amalgamation and persons who -are affiliates of
either Dayton or Pacific Rim prior to the Amalgamation may not resell their-Amalco Shares in
the absence of registration under the U.S. Securities Act, unless an exemption from registration
is available, such as the exemption contained in Rule 145(d) under the U.S. Securities Act, or
unless registration is not required pursuant to the exclusion from registration provided by
Regulation S under the U.S. Securities Act.

In general, under Rule 145(d), as currently in effect, persons who will be affiliates of ‘Amalco
after the Amalgamation and persons who are affiliates of either Dayton or Pacific:Rim prior to
the Amalgamation will be entitled to resell in the United States during any three-month period
the number of Amalco Shares that does not exceed the greater of (i) one percent of the then
outstanding securities of such class or, (ii) if such securities are listed on a United States
securities exchange, the average weekly trading volume of such securities during the four-week
period preceding' the date of sale, subject to certain restrictions on manner of sale, notice
requirements, aggregation rules and the availability of publi¢ information about Amalco. Former
affiliates of Dayton or Pacific Rim who are not affiliates of Amalco and who hold their Amalco
Shares for a perlod of one year after the Amalgamatlon may resell thelr Amalco Shares without
- tegard to the volume and mannér of sale limitations set forth in the preceding sentence, subject to
the availability of certain public information about Amalco. “Former affiliates of Dayton or
Pacific Rim who hold their Amalco Shares for a period of two years after the Amalgamation may
freely resell such Amalco Shares provided that such persons have not been an afﬁhate of Amalco
durlng the three month period preceding the resale ‘

The issuance of Amalco Stock Options in exchange for Dayton Stock Options or Pacific Rim
Stock Options pursuant to the Amalgamation will not be registered under the U.S. Securities Act
or the securities laws of any state of the United States and will be effected in reliance upon the
exemptlon from régistration prov1ded by ‘Section 3(a)(10) of the U. S. Secuntles Act and
exemptions prov1ded under the securities laws. of each state of the Unlted States. The Amalco
Stock Options may not be exerCISed and the Amalco Shares 1ssuab1e ‘upon exercise thereof may
not be offered or sold'i in the Umted States unless such Amalco, Shares have been’ reglstered under
the U S. Securltles Act and the securltles laws of all apphcable states of, the Unlted States or an
exemptlon from such reglstratlon requlrements 1s avallable -

The foregomg discussion is only a general overview of certain requlrements of United States
securities laws apphcable to the Amalco Shares received upon completlon of the Amalgamatlon
and receivable upon exeicise of the Amalco Stock Options followmg the Amalgamatlon -

All holders of Amalco Shares are urged to consult with counsel to ensure that the resale of
their Amalco Shares complies with applicable securities legislation.
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Surrender of Share Certificates -

In the event that the Amalgamation is completed, Amalco will cause to be delivered to each
former Exchanging Shareholder, other than a dissenting Exchanging Shareholder, a Letter of
Transmittal, -together -with instructions ‘as to.the procedure for.the exchange of Pacific Rim
Shares and Dayton Shares for Amalco Shares. in accordance with the terms of the Amalgamatlon
Agreement » ' :

Delrvery of Amalco Shares

As soon as practicable following the Effective Date, when an Exchanging Shareholder has
delivered to Computershare the certificate(s) representing Pacific Rim Shares or Dayton Shares,
together -with a properly completed Letter, of Transmittal and such:additional documents_ as
Computershare may reasonably require, - Amalco- will cause Computershare to. deliver the
certificates representmg Amalco Shares to which the Exchanging Shareholder is entitled, as
follows: ' . : el h

(a) . ‘to forward it or cause 1t to be forwarded by first class mail to the Exchangmg
v :Shareholder at the address specrﬁed in the Letter of Transmlttal

| ,‘ by . if requested by the Exchangrng Shareholder in the Letter of Transmrttal to make
~ it available at the. desrgnated ofﬁce of Computershare for prck-up by such
N Exchangmg Shareholder; or

() if the Letter of Transmlttal ne1ther specrﬁes an address nor contains a request as

' © described in (b), to forward it or cause it to be forwarded by first class mail to the

Exchanging Shareholder at the address as shown on the register of ‘members
mamtarned by Pacific Rim or Dayton, as the case may be.

Unless otherwrse d1rected by the Letter of Transmrttal the share certrﬁcates representrng the
Amalco Shares to which the Exchangmg Shareholder is entitled w1ll be 1ssued in the name of the -
regrstered holder of the Patific Rim Shares or the Dayton Shares, as the case may be In the
event of a transfer of ownershrp of shares whrch is not recorded in the applrcable regrster of
members a certrﬁcate representlng Amalco Shares will be delivered to a transferee if, the
certrﬁcate representmg such transferred shares is presented to Computershare accompanred by
all documents required to evidencé and’ effect such transfer. ' The mailing or delrvery by

' Computershare of the certificate representing the Amalco Shares shall satisfy and discharge the
issuance and delivery obligations of Amalco and Computershare. No fractional Amalco Shares
will be issued; the number of Amalco Shares deliverable to an, Exchangmg Shareholder shall be
rounded down to the nearest whole share wrthout payment of any consrderatron or compensatron
in respect of such fractional share.

Lost Certificates

If any share certificate which, prior to the Effective Date, represented outstanding Pacific Rim
Shares or Dayton Shares has been lost, stolen or destroyed, upon the making of an affidavit of
that fact by the person claiming such certificate to be lost, stolen or destroyed, Computershare
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will issue any certificates representing Amalco Shares in respect of such lost, stolen or destroyed
certificate. S e o L

Removal from Members’ Regrster

On the Effectrve Date each Pacrﬁc R1rn Shareholder and Dayton Shareholder w1ll be removed
from the register. ofﬂm_embers of Pacific Rim. or Dayton, as the case may-be. Until validly
surrendered, the share certificate(s) held by such former shareholders shall represent the right to
receive, upon such surrender, the corresponding number of Amalco Shares to which such former
shareholder is entrtled under the Amalgamatron Agreement ‘

Effectwe Date of Amalgamatron |

It is antrcrpated that the Amalgamatron wrll become effectwe after the requ1srte Pacrﬁc er
Shareholder,, Dayton Shareholder, Court and regulatory approvals have been obtained and all
other condltrons to the Amalgamatron have been satisfied or waived. As at the date hereof, it is
antrcrpated that the Amalgamatron will become effective on or about Apr1l 1 l 2002

Stock Exchange Listings

Appllcatron has_been made to have the shares o be rssued pursuant to, the Amalgamatron listed

Dayton s contmued l1stmg ehglbrllty prror to the entermg 1nt0 of the Amalgamatron Agreement
and are in agreement that, although it would be the most favourable for the Amalco Shares to be
listed on AMEX, if AMEX declines to list the Amalco Shares at this tlme each of Dayton and
Pacific Rim will waive the condition that AMEX agree to list the Amalco Shares and the
Amalgamation will proceed. : :

Certain Canadian Federal Income Tax Considerations .

The following discussion summarizes the principal Canadian federal income tax considerations
under the Tax Act arising as a consequence of the Amalgamation. Except as otherwise
indicated, this summary is restricted to holders of Dayton Shares and Pacific Rim Shares (other
than. a holder that is a “financial institution” as defined in:the Tax Act for the purposes of the
caprtalv property and deal at arm’s- length wrth Dayton or Pacrﬁc R1m as the case may be
Dayton Shares and. Pacrﬁc Rim Shares will. each. generally be considered to-be held as capital
property. for purposes of the Tax Act by a holder thereof unless they.are held by a trader or dealer
in securities or in.the course of carrying on a business or have been acquired in a transaction
which may be considered to be an adventure in the nature of trade. Certain holders of Dayton
Shares or Pacific Rim Shares who are resident in Canada and who might not otherwise be
considered to hold such shares as capital property may be entitled to have them treated as capital
property by making the irrevocable election provided for in subsection 39(4) of the Tax Act in
respect of all “Canadian securities”, as defined in the Tax Act, held or to be held by the holder.
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This summary is not applicable-to-a holder which is a “financial institution” as defined in the Tax
Act for the purposes of the market-to-market rules.

This summary also applies to holders of Dayton Stock Options and Pacific Rim Stock:Options
who were granted options by virtue of employment or as otherwise provided for in each plan
with Dayton or Pacific Rim, respectively. Persons who were granted or acquired such options in
any other capacity should seek thelr own tax adv1ce as to the tax: consequences of the
Amalgamatlon to them. :

This summary is based upon the current provisions of the Tax Act, the Income Tax Regulations
(the “Regulations™) and counsel’s understanding of the current administrative practices of the
Canada Customs and Revenue Agency (“CCRA™). This summary takes into account specific
proposals to amend the Tax Act and the Regulations publicly announced by or on behalf of the
Minister of Finance prior to the date hereof (“Proposed’ Amendments”), but except where
otherwise specifically noted, does not take 'into account or anticipate any other changes in law,
whether by judicial, governmental or legislative action or decision or changes in the
administrative practices and policies of CCRA nor does it take into account the tax laws of any
province, territory or foreign jurisdiction. The summary assumes that all Proposed Amendments
will be enacted substantially as proposed.

income tax consnderatlons Thls summary is not mtended to be, ‘and should not be
construed to be ]egal or tax adv1ce to ‘any partxcular holder and no representatxons are
~ made with respect to the Canadian i mcome ‘tax consequences ‘of any partlcular holder The
tax hablhty of a holder will depend on the holder’s specific circumstances. ' Holders of
Dayton Shares, Dayton Stock Optlons, Pacific R1m Shares and Pacnfic Rim Stock Optmns
should consult their own tax adv1sors to determme the parucular tax consequences to them
of the Amalgamatlon

Residents of Canada

The following portion of the summary is applicable to holders of Dayton Shares, Pacific Rim
Shares, Dayton Stock Options and Pacific Rim Stock Options who are residents of Canada.

Amal gamatlon

The holders of Dayton Shares and Pacific Rim Shares will realize neither a capital gain nor-a
capital loss-on the Amalgamation wherein their shares become Amalco Shares. The Amalco
Shares will be deemed to have been acquired by a shareholder at the aggregate cost equal'to the
shareholder’s aggregate adjusted cost base immediately before the amalgamation' of his Dayton
Sharés or Pacific Rim Shares: Where ‘a shareholder owns both Dayton Shares and Pacific Rim
Shares, the detailed averaging rules contained in the Tax Act will generally apply in determining
the adjusted cost base to the shareholder of the Amalco Shares received on the Amalgamation.
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Dissenting Shareholders

The consequences under the Tax Act to a holder of Daytorl Shares or Pacific Rim Shares who
dissents from the Amalgamation, as described under “Rights of Dissent”, and who receives a
payment for his or her shares are discussed below.

The tax treatment of payments received as a result of the eXercisevofy such dissent rights will
depend upon whether the purchaser of such shares is Amalco Dayton or Pacific Rim.

Under the current administrative pract1ce of the CCRA, the receipt by a holder of Dayton Shares
or Pacific Rim Shares who exercises his right of dissent with respect to the Amalgamation (a
“Dissenting Shareholder”) and receives a cash payment (other than interest) from Amalco equal
to the fair market value of his Dayton Shares or Pacific Rim Shares, as the case may be, may.: be
treated as proceeds of disposition of such shares. - To the extent that such amount exceeds (or-is
less than) the Dissenting Shareholder’s adjusted cost base of the shares disposed of, the
Dissenting Shareholder will realize a capital gain (or capital loss).equal to-the amount of such
difference.

A Dissenting Shareholder who receives interest on such payment will be requlred to mclude the
full amount of such interest in the: Drssentmg Shareholder s income. : : ‘

A D1ssent1ng Shareholder who is resrdent in Canada w1ll be requlred to mclude one- half of any
capital-gain (“a taxable capital gain™) in computing his income for tax purposes, and may. apply
one-half of any capital loss against taxable capltal galns in accordance with. the detalled rules
contained in the Tax Act. : ' '

Minimum Tax

Taxable dividends (without application of the dividend gross and tax credit rules) and the full
amount of capital gains (net of capital losses) must be included in the adjusted taxable income
for purposes of calculatlng minimum tax under the: Tax Act. ‘ :

Stock Optzons

An employee who exchanges h1s or her Dayton Stock Opt10ns or Pacrﬁc er Stock Optlons for
only Amalco Stock Options and no other con51deratron will not recognlze any, taxable income or
loss as a result of such exchange, and for the purposes of section 7 of. the Tax Act, deallng with
the taxation of benefits from employee stock options, will be deemed not to have dlsposed of the
Dayton Stock Optlons or Pacific Rim Stock Options or acqurred the Amalco Stock . Optrons

provided the total value of Amalco Shares to be acqu1red under the Amalco Stock Optlons
1mmedxately after the exchange less the amount payable under the Amalco Stock Optrons to
acquire the Amalco Shares does not exceed the total value of the Dayton Shares or Pacrﬁc er
Shares to be acquired under the Dayton Stock Options or Pacific Rim Stock Options
respectively, immediately before the exchange less the amount payable: under the Dayton Stock
Options or Pacific Rim Stock Options to acquire the Dayton Shares or Pacific Rim Shares. If the
above-described “roll-over” applies, the Amalco Stock Options will, for the purposes of
section 7 of the Tax Act, except paragraph 7(9)(d), be deemed to be the same option and a
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continuation of the Dayton Stock Option or Pacific Rim Stock Option. Further, the provisions of
the Tax Act providing for the deduction of one-half of the employee benefit will continue to
apply, if; at the time of the exchange of the Dayton Stock Options or Pacific Rim' Stock Options
for Amalco Stock:Options, the exercise price of such options was not less-than the fair market
value of a Dayton Share or Pacific Rim Share; as the case may be, at the time of grant of the
Dayton Stock Option or Pacific Rim Option, respectively. While no assurance can be provided,
as the only consideration a holder of a Dayton Stock Option or a Pacific Rim Stock Option will
receive is an' Amalco'Stock Option, management of Dayton and Pacific Rim-are of the view that
the values set out above are equal and therefore no disposition should arise.

Non-Reszdents of Canada

The tax treatment of non-res1dents of Canada under the Tax Act and the followmg drscussron ¢an
be affected by the provisions of an applicable income:tax convention. ‘Non-residents.are advised
to consult: their own tax advisors with regard toi the avallabllrty of rehef under an appllcable
income tax convention in their particular circumstances. » o R

Amalgamatzon

The non—res1dent holders of Dayton Shares and Pac1ﬁc er Shares wrll realrze nerther a caprtal
gain nor-a capital loss on the Amalgamation wherein their shares become Amalco Shares. The
Amalco:Shares will be deemed to have been:acquired by a shareholder at:the ‘aggregate: ‘cost
equal to:the shareholder’s -aggregate adjusted cost base immediately before the .amalgamation:of
his Dayton Shares: or-Pacific Rim Shares:. Where a.shareholder owns. both Dayton Shares and
Pacific Rim Shares, the averaging rules contained in the Tax Act will -generally “apply in
determining the adjusted cost base to the shareholder of the Amalco Shares recerved on the
Amalgamation. !

Dzssentmg Shareholders -

Non re51dent holders of Dayton Shares and Pamﬁc le Shares are referred to the dlscusswn
above for residents of Canada for a general description of the tax considerations applicable to
them if they elect to exercise their right to dissent. Shareholders who are non-residents of
Canada for purposes of the Tax Act will not be subject to tax under the Tax Act in respect of any
capltal galn reahzed on a dlsposrtlon of the1r shares unless such shares constltute or are deemed
Canadian’ property " where they are’ (i) caprtal property of the ‘holder used in carrymg ‘on'a
business’ (other than an insurance busmess) in ‘Canada, (ii) capltal property of ‘an insurer ‘that is' 1ts
designated insurance property for the year or (iii) where' the holder and/or” persons ‘with’ whom
the holder drd not deal at arm’ s length, owned (or had an option'‘to acqurre) at any time-during.
the five year ‘period’ prror to the date‘of d1spos1t10n 25% or more of the 1ssued shares of any class
of capltal stock of Dayton or Pac1ﬁc R1m respectrvely ERAE :

A non-resident holder of Dayton Shares and Pacific Rim Shares whose shares constitute or ‘are
deemed ‘to constitute taxable Canadian property is referfed to the discussion'above under
“Residerits ‘of Canada” 'for general information regarding the treatment of the disposition iinder
the Tax Act. I P U N o R
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Even if the shares constitute or are deemed to constitute. taxable Canadian property to a
non-resident holder and their disposition would give rise to a capital gain, an exemption from tax
under the Tax Act may be available under the terms of an apphcable tax treaty between Canada
and the country of residence of the non- resrdent , :

Interest paid to a Dlssentlng Shareholder who is resrdent in the United States, w111 generally be
subject to Canadian non-resident tax at a rate of 25% of the gross amount of the interest. Any
dividends deemed to be paid or credited by Dayton or Pacific Rim to a Dissenting Shareholder,
who was resident of the United States as a result of the exercise of such dissent rights will
generally be subject to Canadian non-resident tax at a rate of 25% on the gross amount of the
dividends. Tax relief may be available to Dissenting Shareholders resident in the United States
under the terms of the Canada-US Tax Convention which reduces the tax on both interest and
dividends. Dissenting Shareholders who are resident in the United States should contact therr
own tax adv1sors to determme 1f they are entrtled to the beneﬁt of the Treaty '

A Dlssentmg Shareholder who'is resrdent in the Umted States will: generally not be subject to
Canadian tax in respect ofa caprtal gain reallzed on d1spos1t10n of Dayton Shares or Pac1ﬁc R1m
Shares to Amalco. : S

Sto‘ck 'Options ‘

A non-resident employee who exchanges his or her Dayton Stock Options or Pacific Rim Stock
Options for only Amalco Stock Options and no-other consideration will not recognize any
taxable income or loss as a result of such exchange, and for the purposes of section 7 of the Tax
Act, dealing with the taxation'of benefits from employee stock options, will be deemed not'to
have disposed of the Dayton Stock Options or Pacific. Rim Stock Options or acqur_red the
Amnalco- Stock Options, provided the total value of Amalco Shares to be ‘acquired under the
Amalco’ Stock' Options immediately after the exchange less the amount ‘payable under the
Amalco Stock Options: to acquire the Amalco Shares does not exceed the ‘total value of the
Dayton Shares or Pacific Rim Shares to be acquired under the Dayton Stock Options or Pacific
Rim Stock Options immediately before the exchange less the amount payable under the Dayton
Stock Options or Pacific Rim Stock Options to acquire the Dayton Shares or Pacific Rim Shares.
If the above-described “roll- -over” applies, the Amalco Stock. Optlons w1ll for the purposes of
section7 of ‘the Act, except paragraph 7(9)(d) be deemed to be the same option and a
continuation of the Dayton Stock Option or Pacific Rim Stock Option. Further, the provisions of
the Tax Act prov1d1ng for the deduction ‘of one-half of the employee beneﬁt will contmue to
for Amalco Stock Optrons the exercise prxce of such optlons was not less than the falr market
value of a Dayton Share or Pacific Rim Share, as the case may be, at the time of grant of the
Dayton Stock Option or Pacific Rim Option, respectively. While no assurance can be provided,
as the only consideration a holder of a Dayton Stock Option or a Pacific Rim Stock Optlon will
receive is an Amalco Stock Option, management of Dayton and Pacific Rim are of the view that -
the values set out above are equal and therefore, no disposition should arise.
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Certain United States Federal Income Tax Considerations

NO RULING HAS BEEN OBTAINED FROM THE U. S INTERNAL REVENUE SERVICE
AND NONE IS TO BE REQUESTED, WITH RESPECT TO .THE U.S. FEDERAL INCOME
TAX CONSEQUENCES OF THE AMALGAMATION. NO LEGAL OPINION FROM U.S.
COUNSEL HAS BEEN OBTAINED AND NONE WILL BE REQUESTED WITH RESPECT

TO THE U S. FEDERAL INCOME. TAX CONSEQUENCES OF THE AMALGAMATION

Scope of thts Summary
Authorztzes :

This summary is based upon the U S. Internal Revenue Code of 1986 as amended (the “Code”)
Treasury Regulations, proposed and final, issued under. ‘the Code; and _]udlCIal and
administrative interpretations of the Code and Treasury Regulations in each case as in effect and
available as of the date of this Circular. The Code, Treasury Regulations and judicial and
administrative interpretations. thereof, however, may change at any time, and any change: could
be retroactive to the date of this Circular. The Code, Treasury Regulations. and judicial .and
administrative interpretations thereof are also subject to various interpretations, and the
U.S. Internal Revenue Service (the “IRS™) or the U.S. courts could later disagree with the
explanatlons or conclus1ons contamed in this summary.

. Transactions Addressed for U S Holders

The followmg isa summary of the antlcipated material U.S: federal income tax consequences
arising from and relating to the Amalgamation that are generally applicable to U.S. Holders (as
defined below) of Amalgamating Company. Shares with respect to the receipt,of Amalco Shares
under the Amalgamation. Pacific. Rim and Dayton may be referred to herem separately as an
“Amalgamatmg Company or together as the “Amalgamating Compames :

US Holder

For purposes of thrs summary, “U S. Holder” is a beneﬁcral owner of Dayton Shares Pacrﬁc
Rim Shares or Amalco Shares as the case may be that for U S. federal mcome tax purposes 1s

*« a citizen or resident of the.U.S;, including s'ome for’mer 'citizens or residents ‘of th‘e”U.‘S‘.;

e a partnership or corporation created or orgamzedm or under the laws of the U S or any
 state thereof mcludmg the District of Columbla o :
e ‘anestateif its income is subject to U.S. federal mcome taxation regardless of it source; or
. a trust if it has validly elected to be treated as a U.S. person for U.S. federal income tax
purposes or if a U.S. court can exercise primary supervision over its administration, ard
one or more U.S. persons have the authority to control all of its substantial decisions.
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Non-U.S. Holders

A “non-U.S. Holder” is a beneficial owner of Dayton Shares, Pacific Rim Shares or Amalco
Shares, as the case may be, other than‘a U.S. Holder. This summary does not address the U.S.
federal income tax-consequences of the Amalgamation to non-U.S. Holders of Dayton Shares,
Pacific Rim Shares or Amalco Shares, as the case may be, and :such non-U.S. Holders are
accordingly urged to consult their own tax advisors regarding the potential U.S. federal income
tax consequences to them of the Amalgamation and the potential application of any tax treaties.

Assumptions Regarding Amalgamating Companies and Amalco

This summary is based upon . certain-understandings of each Amalgamating Company with
respect to the business, assets and shareholders of such Amalgamatmg Company and Amalco,
1ncludmg the followmg ‘ ' :

e such Amalgamating Company is not has not at any. t1me been and will not be
immediately after the Amalgamation (a) a “controlled foreign corporation” as
‘defined: in Section 957(a) of the Code, (b) a “foreign:investment company” as
defined in Section 1246(b) of the Code, or. (c).a “foreign personal holding
company” as defined in Section 552 of the Code; and -

¢ . Amalco will not be immediately after the Amalgamation (a) a “controlled foreign
-corporation” as defined in Section 957(a) of the Code, (b)a “foreign investment
company” as defined in Section 1246(b) of the Code, or (c) a “foreign personal
holding company” as deﬁned in Section 552 of the Code

Transactions Not Addressed

This summary does not address the U.S. federal income tax consequences of transactions
effectuated prior or subsequent to, or concurrently with, the Amalgamation (whether or not any
such transactions -are undertaken in connection with the Amalgamatlon) including, without
limitation, the following: St

. any exercise: of any stock optlon ‘warrant; or other: rlght to acqmre Amalgamating
-Company Shares; L - P y
. any conversion into Amalgamatmg Company Shares of any Amalgamatmg

Company notes, debentures.or other debt instruments;-

. any conversion. of Amalgamatmg Company Shares into a different class of
Amalgamating Company Shares;. ;

. any transaction in which Amalgamating Company Shares or Amalco Shares are
acquired; and

. any transaction in which Amalco Shares are disposed of.
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Persons Not Addressed

The U.S. federal income tax consequences.to the following persons (including pérsons who are
U.S. Holders): are not addressed. in this sumimary, and the following. persons are:accordingly
urged to consult with:their-own tax advisors- regardmg the uU.S. federal mcome. tax consequences
tothemoftheAmalgamatron oo L el G )

FEPTRC S

Pamﬁc er

Dayton;

+ persons that. may be. subject to special U.S. federal income tax treatment such:as

financial institutions;: real. estate “investment -trusts, tax-exempt' organizations;
qualified retirement plans, individual retirement accounts, regulated.investment
companies, insurance compames and brokers and dealers or traders in securities

or currenmes

-

persons that hold Dayton Stock Optlons and persons who acqulred Dayton Shares

- pursuant: to an: exercise: of employee stock optlons or’ rlghts or otherwise as

compensation for services;:

"+ persons: that ‘hold Pacific: Rim Stock: Options: and-persons' who: acquired Pacific
+ »'Rim Shares pursuant. to ‘an: exercise of employee stock optrons or rights or
- otherwise as compensatron for services; - SRR ’

persons that hold Dayton warrants or Pacrﬁc R1m Warrants

persons that hold Dayton or Pacrﬁc er notes debentures or other debt

b mstruments

- persons havmg a functronal currency for U S federal income- tax purposes other

than the U.S. dollar;

- persons that hold:or- will“hold::Dayton. Shares,: Pacific: Rim" Shares or “Amalco

Shares, as the case may be, as part of a position in-a straddle or as part of a

hedgmg or conversron transactron

’:1,‘,

persons subject to the altematlve minimum tax; and-

~++ persons who-own their Amalgamating Company’ Shares ot"Amalco Shares, as the

case may be, other than as a capital asset as defined'in the Code.

- Treaty' Application to Certain Persons

- U.S. Holders who do not maintain a substantial presence, permanent home or habitual abode in
the U.S. or whose personal and economic relations are not closer to the U.S. than to any other
country (other than Canada) may be unable to benefit from the provisions of the Convention
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Between the United States of America and Canada with Respect to. Taxes on Income and on
Capital,.signed September 26, 1980, as amended (the “Canada-U.S: Tax Convention”). These
U:S. Holders should consult their own tax advisors. concerning the avallab1l1ty of benefits under
the Canada-U.S. Tax Convention. - : :

State and Local T axes, F orezgn Jurzsdzctzons Not Addressed

ThlS summary does not address U S state or local tax consequences or the tax consequences in
jurisdictions other than the U.S. of the Amalgamation.

Partzcular Czrcumstance of any Partzcular U.S. Holder Not Addressed

ThlS summary does not take mto account the par‘ncular facts and- c1rcumstances wrth respect to
U.S. federal income tax issues, of any particular U.S. Holder. ‘Each U.S. Holder should consult
their-own tax ‘advisor regarding the U.S. federal income tax consequences ofi the Amalgamatron
to them inlight of their part1cu1ar c1rcumstances PRI SR -

The Amalgamatzon as.a Reorgamzatzon

The Amalgamatlon w1ll be effected under the appllcable prov1s1ons of Canadlan law whlch are
techmcally different from analogous prov1s1ons of US, corporate law. Sub_]ect to the. PFIC rules
and the Section 367 rules discussed. below, the Amalgamatlng Compames mtend to report the
Amalgamation as a reorganization (a “Reorganization”) under Section 368(a)( 1)(D) of the Code
(a:“Type D Reorganization’’).with respect to Dayton and under Section 368(a)(1)(C).of the Code
(a “Type.C”. Reorganization”) -with respect. to Pac1ﬁc Rim. Regardless. of whether the
Amalgamatlon qualifies asa Reorgamzatlon the Amalgamatlon may be treated as-a fully taxable
exchange under the passive foreign investment,corporation (“PFIC”) rules of Sectrons 1291-
1298 of the Code (See “PFIC Rules with Respect to the 'Amalgamation” below) In addmon
regardless of whether the Amalgamatxon qualifies. as a. Reorgamzatlon the rules of Section 367
of the Code may.: under certain. circumstances apply additional requirements on- certam u.s.
Holders to preserve. Reorganization treatment in the. Amalgamatmn (See “Apphcatlon of Sectlon
367 to U.S. Holders in the Amalgamation” below).

Intended Reportmg asa Reorganzzatzon as to U S. Holders

Subject to the PFIC rules and Sectron 367 rules dlscussed below the Amalgamatmg Compames
intend:to report the Amalgamatron as a Type C Reorganlzatlon with respect to. Pacific Rim and
as a. Type D Reorgamzanon with respect to Dayton. Assuming that the: Amalgamanon quahﬁes
as a Type C Reorganization with respect to Pacific Rim. and a Type D Reorganization with
respect to.Dayton, -subject. to the PFIC rules. and the Section 367 rules discussed below, the
following U S. federal income tax consequences should result to U.S. Holders of Amalgamanng
Company Shares

| (a)"t A U S. Holder of Amalgamatmg Company Shares who recelves solely Amalco
, Shares in the Amalgamatlon should not recogmze any gain or loss asa result of
‘ the Amalgamatlon : ‘




-24 -

(b) The aggregate basis of Amaico Shares received by a U.S. Holder of
Amalgamating Company Shares in the Amalgamation should be equal to the
- aggregate basis of the Amalgamating Company Shares exchanged therefor by
such U.S. Holder in the Amalgamation. ‘ Co

(©) The holding period of Amalco Shares received by a U.S. Holder of Amalgarnating
Company Shares should include the holding period of the Amalgamating
Company Shares exchanged therefor by such U.S. Holder in the Amalgamation..

Type C Reorganization

Among other requirements for the Amalgamation to qualify as a Type C Reorganization with
respect to Pacific Rim, Amalco must acquire “substantially all” of the assets of Pacific Rim. In
determining whether Amalco will acquire the requisite amount of assets, payments of cash from
Pacific Rim assets to-any holders:of Pacific-Rim Shares who dissent from-the: Amalgamation will
not be considered as assets acquired by Amalco. For ruling purposes, ‘the IRS: defines
“substantially all” as 70% of the gross assets and 90% of the net assets of the Amalgamating
Company. Thus, if holders of a significant number of the outstanding Pacific Rim Shares' dissent
from the Amalgamation and receive: payments of cash from Pacific Rim assets, the
Amalgamatlon may fail to quahfy asa Type C Reorgamzatron with respect to Pacific’ Rim and
may constitute a taxable transaction for U.,S. Holders of Pacific Rim Shares (See “Consequences
of Fallure of the Amalgamatlon to Quahfy as a Reorgamza‘non” below)

If cash is paid directly or indirectly by Amalco or Dayton to dissenting shareholders of Pacrﬁc
Rim ‘and the sum of: (a) such cash paid to shareholders of Pacific'Rim upon the exércise of
dissenters” rights, (b) cash paid to shareholders of Pacific Rim in lieu of fractional ‘shares ‘of
Amalco, (c) the Amalgamation expénses of Pacific Rim, and (d) the liabilities of Pacific Rim,

exceeds 20% of the fair market ‘value of all of the property of Pacific Rim, then ‘the
Amalgamation will likely fail to'qualify as a Type C Reorganization with respect” to Pacific'Rim
and would likely constitute a taxable transaction for the U.S. Holders of Pacific Rim' Shares (See
“Consequences of Failure of the Amalgamation to'Qualify as a Reorganization” below).’ -

Type D Reorganization

Among other requirements for the Amalgamatron to quahfy as a Type D Reorganrzatron w1th
respect ' to Dayton, Amalco must - ‘acquire- substantlally all” of the assets of Dayton.
determining whether Amalco will acquire the requisite amount of assets, payments of cash’ from
Dayton assets to any holders 'of Dayton Sharés who disseiit from the Amalgamatron will not be
considered as assets acquired by Amalco. For ruling purposes, the TRS defines * substantlally
all” as 70% of the gross assets and 90% of the net assets of the Amalgamating Company “Thus,
if - holders -'of a sxgmﬁcant number of’ the outstariding Dayton Shares dissent from the
Amalgamation and receive payments of cash from Dayton assets, the Amalgamation may fail to
qualify as a Type D Reorganization with respect to Dayton and may constitute a taxable -
transaction for U.S. Holders of Dayton Shares (See “Consequences of Failure of the
Amalgamation to Qualify as a Reorganization” below). In addition, the Dayton Shareholders
must own, actually or constructively, at least 50% of the total vote or value of the Amalco Shares
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immediately following the Amalgamation for the Amalgamation to qualify as a Type D
Reorganization with respect to Dayton. ‘ '

Information Reporting

U.S. Holders of Amalgamating Company Shares who exchange such Amalgamating Company
Shares for Amalco Shares in the Amalgamation will be required to comply with certain reporting
requirements and will be required to retain certain records in connection with the Amalgamation
as required by Treasury Regulation 1.368-3. U.S. Holders of Amalgamating Company Shares
are urged to consult their own tax advisors regarding their 1nformatron reporting: and record
retention responsrbrlltres arising from the Amalgamatlon

Consequences of Failure of the Amalgamatzon to, Qualyfv as Reorgamzatzon

SubJect,tov the PFIC.rules discussed . below if the Amalgamation fails to quahfy as a
Reorganization, the Amalgamation would constitute a taxable disposition of Amalgamating
Company Shares by U.S. Holders and would result in the fo]lowrng U.S. federal income tax
consequences: ‘ c y _ ‘

(a) A U S. Holder of Amalgamatrng Company Shares would recogmze ‘gain. or 1oss
_equal to the difference. between (i).the fair market value of .Amalco Shares
received by such. us. Holder in the Amalgamation and (ii) the adJusted tax basis

of such U.S. Holder in such Amalgamating Company Shares exchanged in the
Amalgamation.

(b) The aggregate basis of Amalco Shares reeeiyed' by> a U.S. Holder of
Amalgamating Company Shares in the Amalgamation would be equal to the
aggregate fair market value of Amalco Shares at the time of recelpt

(e) The holding perlod of Amalco Shares recelved by a U S. Holder of Amalgamatrng
: Company Shares in the Amalgamation would begin on the day.. after receipt.

It is possrble that the Amalgamatlon may quahfy as a Type C Reorganrzauon with respect to
Pacific Rim but not qualify as a Type D Reorgamzatron with respect to Dayton, or vice versa, in
which case the Amalgamatlon would be a taxable transaction with, respect to the U.S. Holders of
the Amalgamatmg Company for whlch the Reorgamzatlon requlrements were not satlsﬁed

Subject to the PFIC rules disciissed below such gam or loss recognlzed under paragraph (a)
generally will be capital gain or loss if such Amalgamatlng Company Shares were held as caprtal
assets at the time of the Amalgamation and will be long-term capltal gain or loss if the
U.S. Holder’s holding period for such Amalgamating Company Shares is more than one year at
the time of the Amalgamation. Deductions for capital losses are subject to significant
limitations. For U.S. Holders which are not corporations, any unused portion of such capital loss
may be carried over to be used in later tax years until such net capital loss is thereby exhausted.
For U.S. Holders that are corporations (other than corporations subject to Subchapter S of the
Cod_e), an unused capital loss may be carried back three years from the loss year and carried
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forward five years from the loss year to be offset against capital gains until such net capital loss
is thereby exhausted. . :

PFIC Rules with Respect to the Amalgamation
Def nition of a PFIC

For U. S tax purposes, a. forelgn corporation - is cla551ﬁed as a pass1ve fore1gn 1nvestment
company (“PFIC”) for each taxable year in which either (a) at least 75% of its gross income is
“passive” income (the “income- test”). or (b) at least 50%-of its assets by fair'market value (or, if
the corporation is not publicly traded and either is a “controlled foreign:corporation” as.defined
in Section 957(a) of the Code or makes an election, by adjusted tax basis) produce passive
income or are held for the production of passive income (the “assets test”). For purposes of the
income test and the assets test, if a foreign corporation owns (directly or indirectly) at least 25%
by value of the stock of another corporation, such foreign corporation shall be treated as if it (a)
held a proportionate share of the assets of such other corporation, and (b) received: directly its
proportionate shar¢ of the income of such other corporation. : Also, for purposes of such tests,
passive income does not include any income which is interest, a dividend or a rent or:royaity,
which is received or accrued from a “related” person to the extent such amount is properly
allocable-to the income of such related person which is'not passive income. For these purposes,

a'person is related with respect to a forelgn corporatlon if such person “controls” the foreign
corporation or i$ controlléd by the foreign corporation or by the' same persons that control the
foreign corporation. For these purposes, “control” means ownership, directly or indirectly, of
stock possessing more than 50% of the total voting power of all classes of stock entitled to vote
or of the total value of stock of a corporatlon

PFIC Status of Dayton Paczf ic Rzm and Amalco

Pacific Rim belleves that it qualified as a PFIC for its most recent fiscal year ended on or prior to
the date of the Amalgamation, may have quahﬁed as 'a PFIC in earlier fiscal years and may
qualify as a PFIC for its current fiscal year. Dayton believes that it does not qualify as a PFIC
for its most recent fiscal year ended on or prior to the date of the Amalgamation, should not
quahfy as a PFIC for its cutrent ﬁscal year, but may ‘have qualified as a PFIC in earlier fiscal
years. | Based ona rev1ew of the planned act1v1t1es of Amalco the Amalgamatmg Compames

However, there can be no assurances that unant101pated events will not cause an Amalgamatmg
Company to qualify or fail to qualify as a PFIC and/or Amalco to qualify as a PFIC or that any
determmatlon concemmg an Amalgamatmg Company $ and/or Amalco s current or expected
PFIC status w1ll not be challenged by the IRS

- Impact of PFIC Rules on Reorgamzatzon T reatment of the Amalgamatzon for Certam
Us. Holders ‘

The impact of the PFIC rules-on a U.S. Holder as a result of the Amalgamatlon will depend on
whether the U.S. Holder has 'made a timely and effective election to treat an Amalgamating
Company as a qualified electing fund under Section 1295 of the Code for the tax year that is the
first year in the U.S. Holder’s holding period of Amalgamating Company Shares during which
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an Amalgamating Company qualifies as a PFIC (a “QEF Election”).. A U.S. Holder of a.PFIC
who made such:a QEF Election 'may hereinafter be referred to as an “Electing Shareholder” and
a U.S. Holder of a PFIC who did not make a QEF Election may hereinafter be referred to as a
“Non-Electing Shareholder.” The impact of the PFIC rules on a. U.S.-Holder as. a result of the
Amalgamation may also depend on whether the U.S. Holder has made a mark to market-election
under Sect1on 1296 of the Code (See "Mark to Market Election” below) ' S

If aU. S Holder has not made a tlmely and effectlve QEF Electron w1th respect to the ﬁrst year
in the U.S. Holder’s holding period in which an. Amalgamating. Company is a PFIC, such U.S.
Holder may qualify as an Electing Shareholder by filing:on a timely: filed U.S. income tax return
(including extensions) a QEF Election and a “deemed sale election” to recognize under the rules
of Section 1291 of the Code, any gain that he would otherwise recognize .if the U.S. Holder.sold
his stock on the “qualification date”. The qualification date is the first day of an Amalgamating
Company’s ‘tax year in which an Amalgamating Company qualified as a: “qualified electing
fund” with respect to such U.S. Holder. The deemed sale election can only be made if such U.S.
Holder held Amalgamating Company Shares on the qualification date. - By timely making:such
QEF and deemed sale electlons the U S Holder will-be deemed to.have made a t1mely QEF
Electron ‘ : ‘ S Ly ‘ ‘ :

Sectlon 129l(t) of the Code provrdes that to the extent provrded in regulatlons non- recogmhon
transfers of stock in a PFIC, such as a Reorganization, result in gain recognition for purposes of
the excess distribution rules under- Section 1291. The Proposed. Treasury Regulations’ provide
that U.S. Holders must report certain information to the IRS on Form 8621 with their federal
income tax teturn for'the taxable year in which the Amalgamation occurs. U.S. Holders are urged
to- consult w1th thexr own tax advrsors concemmg ‘such’ reportmg requrrement ‘ .

Electzng Shareholders R

Under the Proposed Treasury Regulatlons the PFIC rules should not. cause. ‘an Electmg
Shareholder to-recognize gain in a Reorganization. Thus, the PFIC rules should not result in gain
recogmtlon to a U.S. Holder who is.an Electing Shareholder with respect to-the: Amalgamatron
assuming that the Amalgamatlon otherwise qualifies as-a Reorgamzat1on AR , .

Non-Electing Shareholders o

Under the Proposed Treasury Regulations, a Non-Electing Shareholder does not recognize gain
in a:-Reorganization where the. Non-Electing Shareholder.transfers stock in- a-.PFIC so;long.as
such Non-Electing Shareholder receives:in exchange stock of another corporation that qualifies
as.a PFIC for-its taxable year that includes the day after the transfer. However, a Non-Electing
Shareholder .does recognize gain (but not. loss) in.-a Reorganization, where - the .Non-Electing
Shareholder transfers stock in a PFIC and receives in exchange stock: of’ another corporatron that
does not qualify as a PFIC for its.taxable year that includes the day after the transfer ‘

As dlscussed above it is expected that Amalco should not quahfy as a PFIC for 1ts ﬁrst ﬁscal
year after the Amalgamation. . There can be, howeyer no assurances that unant101pated events
will not occur which would cause Amalco to qualify as a PFIC or that any determination
concerning Amalco’s PFIC status will not be challenged by the IRS.
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If Amalco does not qualify as a PFIC for its taxable year that includes the day after the
Amalgamation, it -appears that, under the foregoing rules contained in the Proposed Treasury
Regulations, a Non-Electing. Shareholder will recognize  gain (but not loss) on the
Amalgamation, regardless of whether the Amalgamation qualifies as-a Reorganization. As a
result, such a Non-Electing - Shareholder would' recognize a-gain. (but not loss) on: the
Amalgamation equal to the difference  between (i) the fair market value of Amalco Shares
received by such U.S. Holder pursuant to the Amalgamation and (ii) the adjusted tax basis of
such U.S. Holder in the Amalgamating’Company Shares effectively- exchanged : therefor. - In
addition, the gain realized upon the Amalgamation will: - (i) be allocated pro rata over a Non-
Electing U.S: Holder’s holding period for the Amalgamating Company’s Shares; (ii) be subject
to tax at the highest rate applicable to ordinary income in such years and (iii) result in an mterest
charge on such tax Wthh is deemed to be deferred : :

If Amalco does quahfy -as a PFIC for its taxable year that mcludes the day aﬁer the
Amalgamation, it appears that, under the foregoing rules contained in:the Proposed Treasury
Regulations, a Non-Electing Shareholder should not recognize gain.in the Amalgamation,
assuming that the Amalgamation otherwise qualifies as. a-Reorganization. In order for Non-
Electing Shareholders to not recognize gain, the Proposed Treasury Regulations require such
Non-Electing Shareholders to file certain information regarding the Amalgamation. Non-
Electmg Shareholders should consult thelr U.S. tax’ adv1sors regardmg these requlrements

Mark to Market Electzon ‘

U S Holders who hold (actually or constructlvely) marketable stock of a forelgn corporatlon that
qualifies as a PFIC may annually elect to mark such stock to the market (a “mark-to-market
election”). If such an election is made, such U.S. Holder will generally not be subject to the
special taxation rules of Section 1291 discussed above. However, if the mark-to-market election
is made by a Non-Electing U.S. Holder after the beginning of the holding period for the PFIC
stock, then the Section 1291 rules will apply to certain dispositions of; distributions on and other
amounts taxable with respect to an Amalgamating Company’s Shares. The Proposed Treasury
Regulations described above do mot address the impact of a mark-to-market election: on a
Reorganization involving a PFIC and the IRS has not issued- any- other guidance regarding the
effect of a mark-to market election on a Reorganization involving a PFIC.

Status of Proposed Regulatzons

The Proposed Treasury Regulatlons state that they are to be effectlve for transactions occurring

on or after April 11, 1992. If the Proposed Treasury Regulations are adopted in their current

form, the tax  consequences to a U.S."Holder of Amalgamating Company Shares should be as set

forth in the precéding paragraphs. However, because the Proposed Treasury Regulations have

not yet been adopted in final form, they are not currently effective and there is no assurance they

will be finally adopted in the form and with the effective date proposed. Nevertheless, the IRS

has announced that, in the absence of final Treasury Regulations, taxpayers may apply
reasonable interpretations of Code provisions applicable to PFICs and that it considers the rules

set forth in the proposed regulations to be reasonable interpretations-of those Code provisions.
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The PFIC rules are complex and subject to interpretation. The implementation of certain aspects
of the PFIC rules requires the issuance of Treasury Regulations which in many instances have
not been promulgated and which may be promulgated and which may have retroactive effect.
There can be no assurance that any of these proposals will be enacted or promuigated, and if so,
the form they will take or the effect that they may have on this-discussion. - Accordingly, and due
to the complexity of the PFIC rules, U.S. Holders are strongly urged to' consult their own tax
advisors concerning the impact of these rules on their invéstment in Amalgamating Company
Shares and the Amalgamation, including, without limitation, whether a- QEF Election, “deemed
sale” election and “mark-to-market” election may be used to reduce the 51gmﬁcant adverse U.S.
federal income tax consequences of the PFIC rules. '

Appllcatton of Section 367 to U.S. Holders in the Amalgamatzon

In the case of reorganizations mvolvmg forengn corporations, under certain circumstances
Section 367 of the Code imposes additional requirements -on-certain U.S. Holders in order for the
Amalgamation to be treated as a Reorganization with respect to such.U.S. Holders.  Generally a
U.S. Holder should not be required to file a gain recognition agreement (a- “GRA”) with the IRS
as a result of the Amalgamation, regardless of whether such U.S. Holder owns 5% or more of the
total voting power or value of Amalco immediately after the Arrangement. However, certain
transfers of assets of an Amalgamating Company by Amalco followmg the Amalgamation may
require a U.S. Holder that owns 5% or more of thé total voting power or value of Amalco to file
a GRA with the IRS. Each U. S Holder should consult 1ts own U S tax advisor regardmg the
GRA requlrements

A U.S. Holder who receives Amalco Shares pursuant to the Amalgamation may have to comply
with' certain reporting requirements ‘under Section 367 and Treasury Regulations promulgated
thereunder. Each U.S. Holder should consult its own UsS. tax adv1sor regardmg the
‘requirements of such reporting requirements.

Dzssentzng U S Holders

Subject to the PFIC rules discussed above a U S Holder who exercises the right to dlssent from
the Amalgamation will recognize gain or loss on the exchange ‘of*such holder’s’ Amalgamating
Company’s Shares for cash in-an amount equal to-the differénce between (i) the amount of cash
received (Other than amounts, if any, which-are or are deemed to be interest for U.S. federal
income ‘tax purposes, which amounts will be taxed as ordinary income) and (ii) such holder’s
adjusted tax base in its Amalgamating Company Shares. Subject to the PFIC rules discussed
above, such gain or loss generally will be capital gain or loss if such shares were held as ‘capital
assets at the time of the Amalgamation and will be long-term capital gain or loss if the
U:S. Holder’s holding period for such shares is more than one year at such time. Deductions for
capltal losses are subject to s1gmﬁcant limitations. For U.S. Holders which are not corporations,
any unused portion of such capital loss may be carried over to be used in later tax yeérs until
such net capital loss is thereby exhausted. For U.S. Holders that are corporations (other than
corporations subject to Subchapter S of the Code), an unused capital loss may be carried back
three years from the loss year and carried forward five years from the loss year to be offset
against capital gains until such net capital loss is thereby exhausted.
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Currency Gains

The farr market value. of any. . Canadlan currency recelved by Amalgamatmg Company
Shareholders in the Amalgamation will generally be based on the rate of exchange on the date of
the Amalgamation. -A subsequent disposition of any Canadian currency received (including its
conversion.into' U.S. currency) will generally give rise to gain or loss, treated as ordinary income
orloss. U.S. Holders should consult their own tax advisors concerning the U.S. federal income
tax consequences of acqulrmg, holdlng and dlsposrng of Canadlan dollars. - -~ -

No Ruling or Legal Opzmon

No legal opinion from U.S. counsel .and.no. ruling from the IRS concerning the U.S. federal
income tax consequences of the Amalgamation has been obtained and none will be requested.
This summary is not binding on the IRS and the IRS is not precluded from taking a different
position or positions. : :U.S. Holders rshould be aware that some- of the U.S. federal income tax
consequences of the Amalgamation are governed by.provisions of the Code as to'which there are
no final Treasury Regulatrons and httle or no _]udlClal or administrative- guldance P

Backup Wzthholdmg T ax. and Informatzon Reportzng Requlrements

Payments to certam U S Holders of d1v1dends ‘made on, or the proceeds of the sale or other
dlsposmon of, the Pamﬁc Rim Shares Dayton Shares or- Amalco Shares, as the case may be
- may be subject to information reporting and U.S. federal backup withholding. tax at the rate, of
30.5% if the U.S. Holder fails to supply an accurate taxpayer identification number or otherwise
fails to comply with, applicable U.S. information. reporting or certification requirements. Any
amount withheld. from a payment.to a .U. S. Holder under the. backup withholding. rules is
allowable. as- a credit against- the U.S. Holder’s U.S. federal .income tax, provrded that the
requ1red information is furnished to the IRS. » : .

THE DISCUSSION OF THE U.S. FEDERAL INCOME TAX CONSEQUENCES SET FORTH
ABOVE IS FOR GENERAL INFORMATION ONLY AND DOES NOT PURPORT TO BE A
COMPLETE ANALYSIS OR:LISTING OF ALL POTENTIAL TAX EFFECTS THAT MAY
APPLY TO A U.S;-HOLDER OF:PACIFIC RIM SHARES, DAYTON SHARES OR-AMALCO
SHARES. U.S. HOLDERS OF PACIFIC RIM:SHARES, DAYTON SHARES AND:-AMALCO
SHARES ARE STRONGLY URGED TO.CONSULT THEIR OWN TAX:ADVISORS TO
DETERMINE . THE  PARTICULAR TAX. CONSEQUENCES :TO THEM OF  THE
AMALGAMATION, INCLUDING THE APPLICATION AND.EFFECT OF U.S. FEDERAL
STATE LOCAL, AND OTHER TAX LAWS,

Each U S Holder is strongly advnsed to consult his or her own tax advrsors as to the Umted
States federal income tax considerations.of the Amalgamatlon, mcludmg the partlcular
facts and.circumstances that may be unique to such U.S. Holder, and as to any estate, glft
state, local or non-United States tax consequences. '
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Right of Dissent

The following description is not a comprehensive statement of the procedures to be
followed ‘by a dissenting shareholder who seeks payment of the fair value of his or her
shares and is qualified in its entirety by reference to the full text of section 207 of the
Company Act which is attached to this Circular as Appendix J. A shareholder who intends
to exercise the right of dissent should carefully consider and comply with the provisions-of
that section. Failure to comply with the provisions of that section and to adhere to the
procedures established therein may result in the loss of all rights thereunder.

As indicated in the Notices of Meeting, any holder of Pacific Rim Shares or Dayton Shares is
entitled to be paid the fair value of all, but not less than all, of his Pacific Rim Shares or Dayton
Shares in “accordance with section 207 of the Company Act if the holder dissents to the
Amalgamation and the Amalgamation becomes effective. - A holder of Pacific Rim Shares or
Dayton Shares is not entitled to dissent with respect to the Amalgamation if he votes any of such
shares ' in"‘favour of the Special Resolution approving and adopting the Amalgamatlon
Agreement. Exercise of a proxy does not constitute a written objection for the purposes-of the
Company Act. A brief summary of the provisions of section 207 of the Company Act is set out
below and the text of such_seetionis set out in full in Appendix J to this Circular.

Under section 207 of the Company Act a dissenting shareholder has until seven days following
the Meetings to send a written notice of dissent to the Special Resolution approving and adopting
the Amalgamation . Agreement. If the Special Resolution approving and adopting - the
Amalgamatron Agreement is approved. by the Pacific Rim Shareholders and the Dayton
Shareholders Pacific Rim and/or Dayton must notlfy the. drssentmg shareholder of its intention
to act upon the Special Resolutron ‘The d1ssent1ng shareholder is requlred w1th1n fourteen days
after the company gives such notice, to send to the company a written notice that he requrres the
company to purchase all the shares in respect of which he gave notice of dissent together with
the, share certificate or certificates representing. such shares, whereupon. the . dissenting
shareholder is bound to-sell and Pac1fic Rim, Dayton or. Amalco as the case may be 1s bound to
purchase such shares..: :

A drssentmg shareholder Who has cornplred with the aforementroned provrsrons of seet1on 207 of
the Company ‘Act or Pacific Rim, Dayton or Amalco, as the case may be, may apply to'the Court
for an order requiring such shares to be purchased, fixing the price and terms of purchase and
sale or ordering that they be determined by arbitration, and the Court may make such order and
such consequential orders or directions as the Court considers appropriate. There is no
obligation on Pacific Rim, Dayton or Amalco to make application to the Court. The dissenting
shareholder shall be entitled to receive the fair value of his shares as of the day before the
applicable Meeting or such later date on which the Special Resolution approving the
Amalgamation Agreement is passed.

Persons who are beneficial owners of shares registered in the name of a broker, custodian,
nominee or other intermediary who wish to dissent, should be aware that only the
registered owner of such shares is entitled to dissent. A registered holder such as a broker
who holds shares as nominee for beneficial owners, some of whom wish to dissent, must
exercise dissent rights on behalf of such beneficial owners with respect to the shares held
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for such beneficial owners. In such case, the notice of dissent should set forth the number
of shares covered by it.

Under the Amalgamation - Agreement, the obligation to implement the Amalgamation is
conditional on Pacific Rim Shareholders and Dayton Shareholders delivering notices of dissent
with respect to not more than 5% of the issued and outstanding Pacific Rim-Shares and Dayton
Shares, respectively, in the aggregate. If notices of dissent are delivered with respect to more
than such number of Pacific Rim Shares or Dayton Shares then, unless such condition is waived,
the Amalgamation will:not be implemented.

Addresses for Notices

All notices to Pacific Rim pursuant to section 207 of the Company Act should be addressed to the
registered office of Pacific Rim at 2300 — 1055 Dunsmuir Street, Vancouver, British Columbia,
V7X 1J1. All notices to Dayton pursuant to.section 207 of the Company Act should be addressed
to . the registered office of Dayton at Suite 2600, Three Bentall Centre, 595 Burrard St.,
Vancouver, British Columbia, V7X 1L3.

PART ITl: INFORMATION CONCERNING PACIFIC RIM
General

Pacific Rim was incorporated under the laws of the Province of British Columbia on January 7,
1986 under the name “Mirex Resources Ltd.”, with authorized capital of 20,000,000 Common
Shares without par value. On October 8, 1986 the name of the company was changed to
“Pacific Rim Mining Corp.”. Effective April 8, 1997, Pacific Rim’s memorandum_ was amended
to increase its avthorized capital to 100,000,000 common shares without par value

Pacific Rim is domiciled in British Columbia, Canada and is a valid company in good standing
and operating under the Company Act. Pacific Rim’s pr1nc1pa1 place of business is #860 — 625
Howe Street, Vancouver, B.C. V6C 2T6, telephone number: (604) 689-1976. Pacific Rim,
through its subsidiaries, has administration offices in Argentina at Joaquin Castellonos 226, 4401
Salta, Argentma and in Nevada, U S A. at 3550 Baxron Way, Sulte 12-B Reno, Nevada U.S. A
89511.
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The following chart shows Pacific. Rim’s. inter-corporate relationships with its active
subsidiaries, including jurisdictions of incorporation, the percentage of voting securities or
ownership held by -Pacific Rim and the mmeral resource. propertles owned or being acquired by
each of them: : : ‘

PACIFIC RIM MINING CORP. }
. (British Columbia)

100% 100%

Pac Rim Cayman Pacific Rim Exploration Inc.
(Cayman Islands) (Nevada)

100% |

* Pac Rim Caribe III
(Cayman Islands)

100%

"| International Pacific Rim SA
(Argentina) ‘

100% |

Pacific Rim’s common shares are listed and posted for trading on the TSE. Pacific Rim is a
reportlng issuer in-the Provinces of British Columbia, Alberta and Ontarlo and a “forelgn prlvate
issuer” in the United States which files annual reports on Form 20-F." ‘

Pacific Rim is a British Columbia based natural resource company engaged d1rect1y, and
indirectly through its sub81d1ar1es in the acquisition, exploration arid dévelopment of mineral
resource propertles

Until 1992, Pacific Rim concentrated its exploration efforts on mineral pi'Operties in the Province
of British Columbia, Canada. In 1992, Pacific Rim began acqumng interests in mineral
properties in Argentina. Pacific Rim acquired various properties in Argentina, including the
Diablillos property located on the provincial boundary of Salta and Catamarca, which was
optioned to Barrick Gold Corporatlon (“Bamck”) in 1996. From 1996 to the spnng of 2000,
Pacific Rim's primary focus was its Diablillos property and an exploratory search for a ‘gold
property to drill. During 1997 and 1998, Pacific Rim evaluated a large number of alteration
systems in northern Argentina through its reconnaissance generatlve program making use of a
proprietary database that includes satellite imagery, a regional geologic compilation,- regional
geochemistry and in-house structural interpretations. During this evaluation Pacific Rim
identified and acquired by staking two projects known as the Prometedora and San Francisco
Projects.
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In 1998 Pacific Rim concentrated its' exploration: focus inPeru, acquiring for exploration
purposes the Cofradia property and then the Luicho project. The Cefradia project :was drilled
and dropped in 1999. ' In the spring of 2000 Pacific. Rim shifted its focus to the Luicho Property
in Peru that was drilled and dropped in the second half of 2000.

In June 2001, pursuant to the terms of a Share Transfer and Settlement and Termination
Agreement dated for reference May 1; 2001, among Barrick Cayman (G) Ltd., Pacific Rim, Pac
Rim Cayman, Pac Rim Caribe III, Salta Gold' Ltd. and Pacific Rim Mining Corporation
Argentina, S.A., Pacific Rim reacquired from Barrick the 70% interest in its subsidiary Salta
Gold Ltd. originally sold to Barrick in 1996. Salta Gold Ltd. holds the shares of Pacific Rim
Mining Corporation, Argentina, S.A., an Argentlnean company that wholly owns the Diablillos

property.

In the fall of 2001 Paciﬁc Rim negotiated and announced the sale of Salta Gold Ltd., and thereby
the Diablillos project, to Silver Standard Resources Inc. of Vancouver, British Columbia for a
total of US$3.4 million, consisting of staged payments of US$1.5 million in cash by December
31, 2001 and US$1.9 million in cash or common shares, at Silver Standard's election, on or
before December 31, 2003. The first three cash tranches totalling US$1.5 million have been paid
and 383,025 common shares of Silver Standard Resources Inc., representing the June 30 and
December 31, 2002 payments of US$1,000,000 have been 1ssued to Pacific Rim. These shares
are subject to a restriction on trading which expires May 19, 2002.

Pacific Rim has been seeking a new, drill ready, exploration project in the Ameéricas which is
prospective for gold. : :

Property, Plant and Equipment

At present, none of Pacific Rim’s properties have a known body of ore and Pacific Rim receives
no revenue from its mining operations. Pacific Rim is presently in the exploration stage.. There
is no assurance that commercially viable mineralization exists in any of its :mining projects. until
successful exploratlon work is concluded.

Mmeral Propertles of Pac1ﬁc R1m l

The followmg is a description of Pacific Rim’s current properties and the nature of Pacrﬁc R1m s
interests. in those properties. : '

Prontetédord Pi‘bjébt .;S‘al'ta{.‘Argen'tina R -

There are no known ore reserves on the Prometedora Prolect and all work programs on

the property are exploratory searches for ore grade mmerahzatlon

Pacific Rim has staked and filed a 3,500 hectare claim in the Provmce of Salta covermg an
alteration system measuring 3.5 by 1.5 krlometers and strlkmg to the northwest Pacrﬁc Rim
owns 100% of thlS property ' :

Work to date has included detailed geological mapping and sampling which has identified a 1arge
semicircular gold anomaly related to a porphyry system. Gold mineralization is generally
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without copper and coincides w1th the hydrous phyllic alteration halo Pacific le is lookmg for
a partner to drill this prospect : :

San Fi ranczsco Property,‘ Jujuy, A_rgéntz’na

There are no known ore reserves on the San Francisco property and all work programs oh
the property are exploratory searches for ore grade mmerahzatlon

Pacific R1m has staked and reglstered a 3 600 hectare clalm block in the Province of Jujuy
covering a 500 meter wide by 3,500 meter long alteration system that Pacific Rim believes is
related to a low-sulphidation type epithermal system. The 100% owned property is located five
kilometers from a major highway.

Surface rock sampling, ground geophysics, geologic mapping and 13 reverse circulation drill
holes have been completed to date. The quartz-pyrite cap was intercepted in a number of heles
and is approximately 30 to 40 meters thick and contains 0.3-0.4 g/t gold mineralization.” Deeper
RC drill holes intersected narrow but rich vein intervals including: Hole SF-6 which-intercepted
two meters averaging 266 g/t Ag and Hole SF-12 which intercepted a 21 meter ‘interval
averaging 45 g/t Ag and 3.3% Zn.

Pacific Rim believes that additional drilling is warranted as these type of targets are generally
small tonnage making them tough to discover but potentially very high grade which makes them
worth the continued expenditure. Initial drilling is encouraging. Pacific Rim does not have a
further drilling program planned at this time.

Croy Claims, Omineca, British Columbia, Canada

The Croy Property is without a known body of commerc1al ore. There is no underground
plant or equlpment on the Croy Property. '

Pursuant to the terms of an option agreement dated March 16, 1988 between Pac1ﬁc R1m and
Peter Tegart, Pacific Rim acquired a 100% interest, subject to a 20% net profits interest. to
Mr. Tegart, in and to certain mineral claims located in the Omineca Mining Division, British
Columbia. The property consists of 12 mineral claims known as the Croy Claims.: Mr. Tegait is
at arms-length to Pacific Rim. The net profits interest may be purchased upon Pacific Rim
making a $3,000,000 payment to Mr. Tegart prior to commercial production. The Croy’ Property
is in-good standing until February 23,.2010. Pacific Rim has not carried out any-werk on the
property over the past. ﬁve years. and does not presently mtend to. contmue development of the

property
Selected Financial Information and Management’s Dlscussmn and Analysrs for Pacnﬂc R1m

The following table summarizes Pacific Rim’s consolidated ﬁnanc1a1 position and operatmg
results for the past three fiscal years and for the eight months ended Décember 31, 2001." The
data has been derived from Pacific Rim’s consolidated financial statements, Wthh have been
prepared in accordance with accounting principles generally accepted in Canada (“Canadlan
GAAP”). The financial statements of Pacific Rim have historically been accounted for in
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Canadian dollars. However, to enable the reader to. more easily make a comparison. with
Dayton’s financials the auditors of Pacific Rim have converted all numbers prior to May 1, 2001
to US dollars using an exchange rate of Cdn.§1.542 for each US dollar as a translation of
convenience. The following selected financial data is qualified in its entirety by, and should be
read in conjunction with, the consohdated ﬁnancxal statements and notes thereto mcluded
elsewhere this Circular. - :

Fiscal Years Ended Apnl 30 and Eight months ended December 31 2001

(m thousands of USS)
8 months ended ‘
December 2001 2000 1999
v 31/01 S
Revenue Nil Nil Nil Nil
-General,- o = S ‘ : i
Administrative & £ . \ ‘
Exploration KA Ce : o T
. Expenses - : 3466 -$6,249 $3,385 . §$3,262
Net Loss from
Continuing
Operations » ‘ y S a ‘ -
Canadian GAAP ($466) '($6,249) ($3,385) ($3,262)
Net Loss per Share ‘ .
Canadian GAAP (30.02) 0.27) (0.16) (0.16)
Working Capital $1,665 £870 $621 $4,855
Total Assets e, S e
Canadian GAAP $3,835 $4,288 $6,413 $9,584
Total«Liabilities > 851 oo $38 . $275 $102
 Shareholders’ Equlty .. $3784 . . $4250 - $6,138 .  $9,482
Longterm Nl Nl NN
Obligations_ : . ’

The ‘follbwir{g discussion and analysis explains trends in Pacific Rim’s financial condition and
results of operation for the eight months ended December 31, 2001 and the three fiscal years
ended April 30,2001, 2000 and 1999. All numbers are in thousands of US dollars, except for
per share amounts, which are in US dollars.

Decendber 31 2001 Compared to Januhry 31, 2001

Pacific Rim’s cash balance over the perlod increased from $1, 200 to $1, 703 a difference of $503
due to the sale of Diablillos. -




237

Loss from operations over the period decreased from $5,992 to $466. If the write-off of mineral
property costs (85,649 at January and $122 at December) is excluded the loss from operatlons
increased from $343 at J anuary to $344 at December

Wages and employee benefits decreased from $217 at January to $127 at December due to a
reduction in staff in the fall of 2000. A write off of capital assets of $54 at December, decrease
in shareholder information from $49 at January to $12 at December and ‘decrease in rent. from
$40 at January to $15 at December resulted from the down-sizing of Pacific. Rim’s operations.
The decrease in transfer agent fees from $13 to $5 and in listing and filing fees from $10 to' $2 -
over the period were due to a decrease in financing activities.

Mineral property expenditures were made during the eight months ending: December 31, 2001 to
review the Diablillos property, search for new properties and continue work on the San Francisco
claims. Total expenditures on properties decreased from $3,475 in the perlod ended J anuary 3L

2001 to a recovery of mineral property costs of $1,084. :

By agreement dated November 1, 2001, the Diablillos property was sold for a total of $3,400:.
Of the total price $1,500 was received in December 2001 and an additional $1,000 was received
in January 2002. - Pacific Rim incurred expenditures of $122 in search for new properties ‘and
incurred expenditures of $95 on the San Francisco claims during the eight month period. ‘In the
period -ended January 31, 2001, Pacific' Rim -incurred expenditures’ on’ the Luicho project. of
$2,818, incurred expenditures on the San Francisco claims of $136, incurred expenditures on‘the
Prometedora claims of $76, incurred: expenditures on the Sol Brillante claims of $59 and
incurred expenditures in search of new properties of $386.

Aprtl 2001 Compared to April 2000

Pacific Rim’s cash balance decreased from $874 to $870 from 30 Aprll 2000 to 30 April- 2001 a
difference of $4. - Pacific Rim’s cash balance fluctuated during the year with $4 361 cash
provided by financing activities and $3,692 cash used in investing activities. , :

Loss from operations increased from $3,385 in:2000 to $6,449 in 2001. - If the write-off of
mineral property costs (32,845 for 2000 .and $5,804 for 2001) is excluded, the loss from
operations for 2001 has decreased from $540 in 2000 to $645 in 2001. Mineral property costs
for Luicho in Peru and Sol Brillante in Argentina, were written off in-2001 and-are included ‘in
the 2001 write-off of mineral property costs of $5,804. ‘The Luicho and Sol Brlllante propertles‘
were written off due to dnlhng resu]ts not warranting further expenditures. :

Income from interest decreased from $118 in 2000 to $110 in 2001 due to. the decreased cash
balances held .in high quality short term instruments for the. year and a decrease in interest rates
during the 2001 year. Wages and benefits increased from $246 in 2000 to $269 due to one time
severance payments. Legal fees increased from $49 in 2000 to $74 in 2001 due to increased
costs for legal counsel relating to a financing, prospectus filing and settlement of a lawsuit. The
settlement of legal proceedings resolved a possible contingent liability.

Mineral property expenditures were made during 2001 to evaluate existing properties. Total
expenditures on properties decreased slightly from $3,783 in 2000 to $3,637 in 2001.
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Expenditures on the Luicho project, Peru were $2,896 in 2001 and $1,469-in 2000 as the Luicho
claims were actively explored and drilled in the‘current year. ' Expenditures:on the San Francisco;,
Argentina claim decreased from $512 in 2000 to $171 in:2001 as Pacific Rim focused on Luicho:
Expenditures on the Prometedora claims mcreased from $56 in 2000 to $77 in 2001 due to
Pac1ﬁc R1m explormg the pI'O_]eCt : : : : =

Net cash received from the issuance of common shares mcreased from $29.in 2000 to: $4 361
due to financing ‘activity in 2001. The net cash received was from' the issuance of 1,707,530
special warrants and special notes and exercise of 40,500 options 1n 2001. The cost of ﬁnancmg
was $451. : : : X :

Aprzl 2000 Compared to Aprzl 1999: E

Paclﬁc RJIII s cash balance decreased from $4 924 to $874 from 30 Apnl 1999 to 30 Apml 2000
a difference of $4,050, due to increased exploration expenditures. , - B

Loss from operations :increased from $3,262-in 1999 to $3,385 in-2000. . If the write-off of
mineral . property costs' ($2,773: in. 1999:'and:$2,845 for 2000) is.excluded, the'loss from
operations-for 2000 increased from $489-in 1999 to:$540 in 2000. The Cofradia and La Espina
in'Peru and Fantasma.in Argentina,. mineral property costs of $2,403. were written off in.2000
and are:included in the 2000, write-off of mineral property, costs of $2,845. The Cofradia.and
Fantasma properties :were written -off due to drilling results not warranting further expendltures

The La Espina project was written off as Pacific Rim focused on:Luicho. S

Income from interest decreased from $259 in 1999 to $1 18 in 2000 due to the decreased cash
balances held in high quality short term instruments for the year. Wages and benefits decreased
from $280 in 1999 to $246 due to decreased staffing in administration. Legal fees decreased
from' $81:in 1999 to :$49:in 2000 due to decreased costs for legal counsel relating to a:legal
action. Incorporation costs: were written off in the current 'year in order to conform with United
States Generally Accepted Accounting Principles; the write off of incorporation cost was . $42. -~

Mineral property: expenditures were made ‘during 2000 to:.evaluate' existing properties:and to
acquire and evaluate new properties. - Total expenditures on properties increased from $2,326'in
1999 to $3,783 in 2000. Expenditures on the Luicho project; Peru were $1,469 in 2000 -and nil-in
1999 as'the Luicho claims were acquired and actively. explored in the current year. Expenditures
on':the' Cofradia/lla Espina claims, Peru; increased from $997 in 1999 to $1,096 in-2000.
Expenditures on the San Francisco, Argentina.claim increased: from: $73 in 1999 to $512 in 2000
due to costs associated with drilling. Expenditures on the Sol Brillante/La Colorada, Argentina
claims deereased from $512"in 1999 to $22 in 2000 due to Pacific Rim abandoning the La
Colorado prolect Investlgatlve exploratlon costs decreased from $562 in 1999 to $442 in 2000:

Net: cash received from the issuance’ of comnmon shares deereased from $1 358 in 1999 to- $29 in
2000, a difference of $1,329. The net cash received was from'the exercise of 1 378 OOO warrants
in 1999 and from the exercise 0f 40,200 options in 2000. Lo :
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April 1999 Compared to April 1998

The cash balance decreased from $6, 377 to $4,924 from 30 ‘April 1998 to 30 April 1999, a
difference of $1,453. The cash balance decreased due to increased exploration actmty expenses

Loss from operations increased from $1,997 in 1998 to $3,262 in 1999. However, 1f the wrlte-
off of mineral property costs ($2,773 in 1999 and $1,272 for 1998) is excluded, the loss from
operations for 1999 has decreased from $725 in 1998 to $489. The Cerro Blanco, La Colorada
and Fantasma, Argentina, mineral property costs of $2,210 were ‘written off in. 1999-and' are
‘included in the 1999 write-off of mineral property costs of $2,773. The Cerro Blanco and
Fantasma properties were written off as drilling results did not warrant further expenditures on
these properties. The La Colorada claims were written off, as- results did not warrant: the high
costs assomated wrth the purchase optron agreement

Income from mterest 1ncreased from $219 in 1998 to $259 in 1999 due to the incredse in mterest
rates in' 1999 and increased cash balances in high quality short-term instruments..- Wages and
benefits decreased from:$340 in 1998 to $280 due‘to decreased staffing in ‘administration.
‘Consulting expense decreased from $129 in-1998.to $17 in 1999~ The decrease-relates mainly to
a-one t1me consultmg fee of $78 pard to the former pre51dent and d1rector of Pacrﬁc R1m in’ 1998

Mrneral property expendltures were- made durmg 1999 to: evaluate exrstrng propertles and to
acquire. and evaluate new. properties.  Total expenditures on properties increased. from:$2, 307 in
- 1998 to .$2,326 in 1999. Expenditures on the Cofradia/La Espina; Peru, claims, were.$997 in
1999 and $112 in 1998. Expenditures - for the Sol Brillante/La Colorada, Argentina claims
increased from $323 in 1998 to $512:in 1999 due to Pacific Rim carrying out a drilling program
on the claims. Investigative exploration costs decreased from $690 in 1998 to $562 in 1999 due
to Pacific er spending more resources to evaluate its exrstmg clarms SRR R

Net cash recerved from the issuance: of common shares decrcased from $2 434 . 1998 to $l 358
in 1999, a difference of $1,076. The net cash received was from.the exercise of 3,057,850
warrants in 1998 and 1,378,000 in.1999. Gt

Impact of F orelgn Exchange Rate Exposure

Pacrﬁc R1m S. ﬁnancral results are quantlﬁed in, Unrted States dollars and a majonty of Pamﬁc
Rim’s obligations and expenditures with respect to its operations are incurred in. US dollars. . .In
the, past, Pacific Rim has raised equity funding through the sale of securities .denominated, in
Canadian dollars, and Pacific Rim may in the future raise additional equity. fundmg or. financing
denominated.in Canadian dollars.. Pacific Rim currently has no revenues from operations and
Pacific Rim does not believe it currently has any materially significant market risks.relating to-its
operations resulting from foreign exchange rates. However; if Pacific Rim begins production;on
any of its properties or enters into financing or other business arrangements, denominated -in
currency other than the Canadian dollar, variations in the exchange rate may grve rise to forelgn
exchange gains or losses that may be significant. : C

Paciﬁc Rim does not have any sales or exports.
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Pacific Rim has not paid any dividends on its common shares since. its incorporation. ~ Pacific
Rim has no present intention of paying dividends on its common shares as it ant1c1pates that all
avallable funds w111 be mvested to ﬁnance the growth of its’ busmess S S

Risk Factors

Aninvestment in Pacific: Rim Shares involves a high degree of risk and must be considered
highly speculative due: to the nature of Pacific Rim’s business and the present stage. of -
exploration and development of 1ts mineral resource propertles In partlcular the followmg risk
factors apply : ¥ :

No Productzon Revenues; History of Losses

To date, Pacific Rim has not recorded any revenues from its mining operations nor has Pacific
Rim commenced commercial production on any of its properties. . Pacific Rim has accumulated
net losses. of approximately. $18: million to April .30, 2001. There can be no:assurance that
significant additional losses will:not occur in the near future or that Pacific Rim will be profitable
in the future:: Pacific Rim’s operating expenses and capital expenditures have increased over the
past-three years; and may increase. further in subsequent years, as ‘needed consultants, personnel
and equipment associated with advancing exploration, development and commercial production
of its properties:are added. ‘The amounts and timing of expenditures will depend. on:the progress
of ongoing:: exploration and, development, the results.' of consultants” analysis' and
recommendations, ithe rate: at which operating losses are incurred, the execution of -any joint
venture agreements with strategic partners, Pacific Rim’s acquisition of additional propertles and
other factors many of Whlch are beyond Pacific R1m ] control : ,

Pac1ﬁc R1m does not expect to receive revenues from operatlons in, the foreseeable future 1f at ‘
all. Pacific Rim expects to continue to incur losses unless and until such time as its properties
enter .into" commercial ‘production ‘and generate sufficient: revenues:to fund its .continuing
operations.. - The development: of Pacific Rim’s properties will require. the: commitment of
substantial resources to conduct the time-consuming exploration and development of properties.
There can be no assurance that Pacific Rim will generate any revenues or achleve proﬁtablhty

Due to the sale of its Diablillos property Pacific Rim ant1c1pates that its current cash reserves are
sufficient to’ fund Pacific Rim’s cash requirements, including the acquisition of a viable prOJect
through ‘at least: April: 30, 2003.  ‘Beyond April 30, 2003, Pacific' Rim intends ' to-rely ‘on
accumulated cash reserves, if any; cash generated from operations, if any; - collaborative
agreements, if any; and ‘public and private financing, all of which may-be highly deperident on
the results of Pacific Rim’s exploration programs. There can be no assurance that Pacific'Rim’s
eprOratio'n programs will result in locating commercially. exploitable mineral ores or that Pacific
Rim’s ‘properties will' be successfully developed. Further, there can be no assurance that the
underlymg assumed levels of expenses w111 prove to be accurate -

Exploratzon and Mznmg st/cs

Resource exploration, development, and operations is a highly speculative business,
characterized by a number of significant risks including, among other things, unprofitable efforts
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resulting not only from the failure to discover mineral deposits but from finding mineral deposits
which, though present, are insufficient in quantity and quality to return a profit from production.
Few properties that are explored are ultimately developed into producing mines. At present,
none of Pacific Rim’s properties have a known body of ore and any proposed exploratlon
programs will be exploratory searches for ore: . '

Unusual or unexpected formations, formation pressures, fires, power outages, labour disruptions,
flooding, explosions, cave-ins, land slides and the inability to obtain ‘suitable-or adequate
machinery, equipment or labour are other risks involved in the operation of mines and the
conduct  of exploration programs. Pacific Rim has relied and' may continue to rely upon
consultants and others for exploration, development, construction -and ‘opérating: expertise.
Substantial expenditures are required to establish ore reserves through drilling, to ‘develop
metallurgical processes to extract the metal from the ore and, in the case of new properties, to
~develop the mining and processing facilities and infrastructure at any site-chosen for mining. *No
assurance can be given that minerals will be discovered in sufficient quantities to justify .
commer01al operatlons or that funds requlred for development can be obtamed on a tlmely bas1s

The development of gold and other mineral properties-is affected by many factors 1nclud1ng the
cost of operations, variations-in the grade’ of ore-mined, fluctuations in 'metal markets, costs of
processing equipment and such other factors as:government tegulations, including regulations
relating ‘to" royalties, allowable production; importing - and ‘exporting of - minerals * and
environmental protection. Dependmg on the pnce of gold or other minerals produced, Pacific
Rim may determine that 1t is 1mpractlcal to commence or, if commenced contlnue, conmimercial
production. ‘ : : -

Two of Pacific Rim’s current properties. are located in: Argentina. which imposes certain
requirements - and. obligations - on- the owners of ' exploratory - properties 'including : certain
application requirements;: certain’ limitations on obtaining cateos in each province, periodic
reporting requirements, limited terms and certain fees and royalty payments. Pacific Rim may
acquire interests in properties in other Latin or Central American countries which may place
substantial restrictions on Pacific Rim’s exploratory and development activities. ‘Pacific' Rim
believes it has and will continue to carefully evaluate the political and economic environment in
considering properties for acquisition. - Thefe can be no' assurance that ‘additional sxgnlﬁcant
restrictions will not be placed on Pacific Rim’s propertles or its operatlons 'Such restnctlons
may have a matenally adverse effect on’ Pamﬁc R1m s busmess and results of operatlon e

Dependence on Management

The success of the operations and activities of Pamﬁc R1m is dependent to a 51gn1ﬁcant extent.on
the efforts and abilities of its management. Investors must: be willing to rely to a 81gn1ﬁcant
extent on their discretion and judgment. Pacific Rim does not maintain key employee insurance
on any of its employees.

Reliance on Additional F iﬁdncing 2

Pacific Rim has limited ﬁnancial resources, has no source of operating cash flow and has no
assurance that additional funding will be available to it for further exploration and development
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of its. projects or to fulfill its obligations under .any applicable agreements. There can be no
assurance that Pacific'Rim will be able to obtain adequate financing in the future or that the
terms: of such financing will be favourable. Failure to obtain such: additional financing could
result in delay or.indefinite postponement of further exploration and development of its projects.
Pacific Rim will require additional capital to fund-all-or a portion of the money it requires on one
or more of its propertles :

Volatzlzty of Gold and Other Metal Przces

The economics. of developmg gold or other metal propemes are affected by many factors
including the cost of operations, variations. in the grade of ore mined and the price.of gold or
other metals. Depending on the price of gold or other metals, Pacific Rim may determine that it
is impractical to commence, or, if commenced,continue; commerc1a1 productron The pnce of
gold has fluctuated significantly in recent years.. : - :

Gold pnces may ﬂuctuate w1de1y and are affected by numerous 1ndustry factors such as demand
for precious metals, forward selling by producers central bank sales and purchases of gold and
production :and. cost: levels in major: gold-producing regions. . Moreover, gold prices are also
‘affected by. macro-economic factors such.as expectations. for inflation, interest rates, currency
exchange rates and global or regional political and economic situations. - The current demand.for
and supply of gold effects.gold prices, but not necessarily in the same manner as current demand
and supply affect the prices of other commodities. The potential supply: of gold consists. of new
mine -production : plus :existing stocks of bullion and fabricated gold held by governments,
financial institutions, industrial organizations and individuals. Since mine production in any
single year. constitutes a very small portion of the total potential supply of gold, normal
variations in current production do not necessarily have a significant effeet on the supply- of gold
or on its price. If gold prices should decline and remain at low market levels for a sustained
period, Pacific Rim could determine that it is not economrcally feasrble to. continue exploratron
activities. , - E :

Regulatory Requzrements

Pamﬁc Rim’ s exploratlon operatlons are affected 1n Varymg degrees by government regulatrons
relatmg to mlmng operations, . the acqu1s1t10n of land, pollutlon control .and envrronmental
protection, safety, production. and exproprlatlon of property. Changes in these regulatlons or 1n
their application are beyond the control of Pacific Rim and could adversely affect its operations,

business and results of operations. Failure to comply with the conditions set out in any permit.or
failure to comply with the applicable statutes and regulations may result in orders to cease or
curtail operations: or to install additional equipment. - Pacific Rim may be required to compensate
those suffering loss or: damage by reason of its exploratlon activities.. : : » =

All of Pacrﬁc er s propertres except the Croy clalms in Brmsh Columbla, Canada are located
outside of Canada and are subject to the jurisdiction of the federal, provincial and local laws of
the countries in which they are situated. Mineral exploration and mining in Argentina may be
affected in varying degrees by political stability and government regulations relating to the
mining industry and foreign investment and any changes in regulations: or shifts in political
conditions in these countries are beyond the control of Pacific Rim and may adversely affect its
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business. Any changes or:shifts in:political conditions in these countries are beyond the control
of Pacific Rim and could adversely affect its business. . Pacific Rim believes the present attitude
to foreign investment and to the mining industry to be: favorable but, investors-should:assess the
political and: regulatory risks of investing in a foreign: country. .. In ‘addition, the economy of
Argentina has been highly inflationary in the past. CibeiesoTh o i

Operations _hiay; be affected in vafying degr_,e_es,' by gov.émme_nt regﬁlatioxis ;'wighufréisl‘pec,t to
restrictions -on. production, price controls,, export. controls, forei_-gn_;.cxchange;fgontrols,e:_incbmc
taxes, expropriation of property, environmental legislation and mine safety. These uncertainties

may make it more difficult for Pacific Rim and its joint venture partners to obtain .required

production financing for any mineral-properties that go to production. .
Competition

Pacific Rim’s business is. intensely competitive, and Pacific Rim competes with other mining
companies, many of which have greater resources and experience. Competition in the precious
metals mining industry is primarily for mineral rich properties which can be developed and
produce economically; the technical expertise to find, develop, - and. operate such.properties; the
labor to operate the properties; and the capital for.the purpose of funding such properties. Many
competitors not only explore for and mine precious metals, but:conduct refining and marketing
operations on a world-wide basis. Such competition may result in Pacific Rim being unable to
acquire desired properties, to recruit or retain qualified employees or to acquire the capital
necessary to fund its operations and develop its properties. Pacific Rim’s inability to compete
with other mining companies for these resources will- have a material adverse effect oh Pacific
Rim’s results . of operation and business.. * - - R RIS RO

Title Matters

Acquisition of title to mineral concessions in Argentina, as well as:other South-.or Central
American countries in which Pacific Rim may acquire properties, is a very detailed and time-
consuming process.- Pacific:Rim believes it has investigated title'to all of its mineral:claims ‘and
has obtained. title.opinions with respect: to- its most significant properties, and:to: the. best ofits
knowledge, title ‘to. all- properties: is in'good standing. ~This should not ‘be:construed ‘as-a
guarantee of title and there is no guarantee that title to such: properties will not be challenged: or
impugned.” The: properties may have been acquired: in error from parties who>did not ‘possess
transferable title, may be subject to"prior urregistered agreements or transfers and title may be
affected by undetected defects or aboriginal, indigenous peoples.or native land claims. = = -

Conflicts of Interest
Certain:of "thé directors aﬁd‘ofﬁcefs of Pacific Rim atesalso:directors and/or officers of other
natural resource companies and companies providing services to Pacific Rim. Accordingly,
these persons have interests that may be in conflict with the interests of Pacific Rim. ,

Pacific Rim’s directors and officers may serve as directors or officers of other companies or have
significant - shareholdings -in other resource. companies and, to the ‘extent -that such other
companies may participate in ventures in which Pacific Rim may. participate, the directors of
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Pacific Rim may -have a conflict of interest in negotiating and concluding terms respecting the
. extent of such participation. In the event that such a conflict of interest arises at a meeting of
Pacific Rim’s-directors, a-director who has such a conflict will abstain from voting for or against
the approval of such' participation or such terms. From time to time several companies: may
participate in the acquisition, exploration and development of natural resource properties thereby
allowing for their participation in larger programs, permitting involvement in a greater number of
programs and reducing financial exposure in respect of any one program. It may also occur that
a particular company will assign all or a‘portion of its interest in a'particular program to another
of these companies due to the financial position of Pacific' Rim making the assignment. " ‘In
accordance’with the laws of British Columbia, the directors of Pacific Rim are required to act
honestly, in good faith and in the best interests ‘of Pacific Rim. In determining whether or not
Pacific Rim will participate in a particular program and the interest therein to be acquired by it,
the directors will primarily consider the degree of risk to which Pacific Rim may be exposed and
its financial position at that time.

Repatrzatzon of Earnmgs

Currently there aré no ‘restrictions on the repatriation’ from Argentma of earnings to forelgn
entities. - ‘However, there can be no ‘assurance-that ‘additional restrlctlons on repatnatlon of
earnmgs from Argentlna Wlll not be 1mposed in the future N ~

Currency Exposure S

Pamﬁc R1m $ operatlons -even when conducted in South Amencan countnes, requlre U S
dollars. Pacific Rim does not currently engage in hedging and' its operations are subject: to
foreign currency fluctuations, and such fluctuations may materially effect Pacific Rim’s ﬁnanmal
position and results of operations. :

Fi orelgn Incorporatzon and Enforcement of Clvzl Lzabzlmes

Pac1ﬁc R1m is 1ncorporated under the laws of the Provmce of. Bl’ltlSh Columbla Canada A
majority.of Pacific Rim’s. directors and officers are residents of Canada, and substantially all:of
Pacific Rim’s assets: and: Pacific: Rim’s suibsidiaries are located outside .of the United: States:
Consequently, it may, be difficult for: United States investors to-effect service of process: within
the United: States upon those directors or officers who are not residents of the United States, orto
realize in the Unitéd States upon judgments of United States courts predicated -upon: civil
liabilities under the U.S. Exchange Act. A judgment of a.U.S. court predicated solely upon such
civil liabilities would probably be enforceable in Canada by a Canadian court if the U.S. court in
which the judgment was obtained had jurisdiction, as determined by the Canadian court, in the
matter. There is substantial doubt whether an original action could be brought successfully in
Canada agamst any of such persons ot Pacific Rim predlcated solely upon such civil habllmes

Unznsurea’ Risks

In the course of exploration, development and production of mineral properties, certain risks, and
in particular, unexpected or unusual geological operating conditions including rock bursts, cave-
ins, fire; flooding and earthquakes may occur. - It is not always possible to fully insure against
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such risks and Pacific Rim may decide not to take out insurance against such risks as a result of
high premiums or other reasons. Should such liabilities arise, they could reduce or eliminate any
future profitability and result in increasing costs and a declme in the value of the securities of
Pamﬁc Rim. o

Environmental and other Regulatory Requirements .

In connection with its operations and properties, Pacific Rim is subject to extensive and changing
environmental legislation, regulation and actions. Pacific Rim cannot predict what
environmental legislation, regulation or policy will be enacted or adopted in the future or how
future laws and regulations will be administered or interpreted. - The recent trend in
environmental legislation and regulation generally is toward stricter standards, and this trend is
likely- to. continue in the future. This recent trend includes, without limitation, laws and
regulations relating to air and water quality, mine reclamation, waste handling and disposal, the
protection of certain species and the preservation of certain lands. These regulations may require
the acquisition. of permits or other authorizations for certain activities. These laws and
regulations may also limit or prohibit activities on certain lands lying within wetland areas, area
providing for habitat for certain species or other protected- areas.  Compliance with- more
stringent laws and regulations, as well as potentially more vigorous enforcement policies or
stricter interpretation of existing laws, may necessitate significant capital outlays, may materially
effect Pacific Rim’s results'of operations and business, or may cause: material changes or delays
in Pacific Rim’s intended activities.

The operations and activities of Paeific Rim require compliance with such laws, regulations and
ordinances. Before production can commence on any properties Pacific Rim must obtain
regulatory and environmental approval and there can be no assurance that such approval can be
obtained or will be obtained on a timely basis. Failure to obtain or delay in obtaining such
approval will have a material adverse effect on Pacific Rim’s results of operation and business.

Pacific Rim has not authorized any other person to provide information on Pacific Rim and only
Pacific Rim should be relied upon for information. This Circular is accurate only to February 26,
2002. Pacific Rim’s busmess ﬁnanc1al condmon and results of operatlons may change after that
date

Votmg Securltles and Prmcnpal Holders Thereof

Pacific Rim is authorlzed to issue 100 000,000 common shares without par value, of Wthh
23,498,600 common shares were issued and outstanding as fully paid and non-assessable as at
February 26, 2002. The holders of Pacific Rim Shares are entitled to one vote for each share
held. Pacific Rim has no other classes of voting securities.

To the knowledge of the directors and senior officers of Pacific Rim, there are no persons or
companies who beneficially own, directly or indirectly or exercise control or direction over
shares carrying more than 10% of the voting rights attached to all outstandmg Pacific Rim
Shares.
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Pacific Rim’s transfer agent, Computershare, has advised that as of January 28; 2002, CDS &
Co., as nominee on behalf of The Canadian Depository for Securities Limited (“CDS?”), Toronto,
Ontario, was the registered holder of 18,524,728 Pacific Rim Shares representing 78.83% of the
issued and outstanding Pacific Rim Shares, and Cede & Co. as nominee on behalf of The
Depository Trust Company (“DTC”), New York, was the registered holder of 2,875,279 Pacific
Rim Shares representing 12.23% of the outstanding Pacific Rim Shares. -However, because the
Pacific Rim Shares registered in the name of CDS or DTC are held by various brokers and other
parties ‘on behalf of chents and others th‘e ~exact. beneficial ownership is ‘unknown- to
management ' B P PR N R LT P RREPERPI

To the best of management s knowledge Pamﬁc er is not dlrectly or’ 1nd1rectly owned 'or
controlled by another corporation; by any foreign government.or by any other-natural or. legal
person..+Other than as disclosed elsewhere in this Circular there are no arrangements‘known the
operat1on of which may ata subsequent date result ina change of control of Pac1ﬁc R1m

On August 18 1999 Pacrﬁc le adopted the Pamﬁc er Shareholder Rrghts Plan Wthh
expires; August 18, 2002. . Subject to: the approval of the Pacific Rim Shareholders, at the Pacific
Rim Meeting;, the -directors of Pacific Rim have resolved: that the plan will:terminate upon the
Amalgamat1on becommg effectwe See “Pacific.Rim. Shareholder nghts Plan” R R AL

Dlrectors, Ofﬁcers, Promoters and Prmclpal Shareholders of Paclfic le

Each of Pacific Rim’s directors is elected by the Pacific Rim Shareholders at an annfial general
meeting to serve until the next annual meeting of shareholders, or until a successor is: elected or
appointed. . Pacific Rim’s:executive officers are appointed annually by the Board of Directors to
serve at the discretion of the Board of Directors. . ST S :

The followmg drscloses the name age mun1c1pa11ty of res1dence and ﬁJnct1on w1th Pac1ﬁc R1m
of its directors, officers, and promoters, together with business experience, and prmctpal business
activities -for the past five .(5). years (including in the case of .directors other : prmcrpal,
d1rectorsh1ps) o . , o _ Sy

Thomas ‘Shrake (48) Reno Nevada Chlef Executlve Ofﬁcer and Dlrector of Paclﬁc R1m smce
1997. Master of Science (Economic Geology) and Bachelor of Arts (Geology). From 1993 to
1996, Vice President, Exploration for Gibraltar: Mines Limited. and :from 1990 .to..1993,
Exploration Manager with Placer Dome Inc., both publlcly traded mmmg compames Mr
Shrake holds 77,100 Pacific Rim Shares.. : - G : :

Catherme McLeod Seltzer (41) West Vancouver ~ Pre51dent and D1rector of Pacrﬁc le since
1997 and Chief Financial Officer and member of the Audit Committee. -Business Degree. From
1993 to 1996, President, Chief Executive Officer and Director of Arequipa Resources Ltd., a
publicly traded mining company. From 1985 to 1993, employed by Yorkton Securities Inc.; a
Canadian investment - dealer, initially as an institutional trader followed by thrée years as-a
broker. Currently also a director of Corriente Resources Inc. since November 1996, director of
Francisco Gold Corp. since July 1993, director of Madison Enterprises Inc. since April 1997,
director of Eveolution Ventures Inc. since April 2000, director of Miramar Mining Corp. since
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2001, and director: of Silver Standard Resources Inc. since. January 2002. Ms. McLeod-Seltzer
currently holds-617,500 Pacific Rim Shares... - R T o

Anthony J. Petrina, P.Eng. (67), Vancouver - Chairman and Director of Pacific Rim since
1997. Bachelor of Science (Mining Engineering). From 1960 to 1992, employed by Placer
Dome Inc., a publicly traded mining company, most recently as President, Chief, Executive
Officer and Vice-Chairman until his retirement in 1992. Currently also a director of Miramar
Mining Corp. since January- 1995 and TimberWest Forest Corp. sirice June 1997.:Mr: Pefrina
currently holds no Pacific Rim Shares. ‘ [ S A ST

William H: Myckatyn, P.Eng. (52), Vancouver - Director of Pacific Rim-and member of the
Audit Committee and the Compensation Committee - Bachelor of Applied Science (Mineral
Engineering). From 1993 to 1996, President and Chief Executive Officer of Gibraltar: Mines
Limited, a publicly traded mining company. From 1997 to 1998, President and Chief Executive
Officer of Princeton Mining Corporation. Since June' of 1998, a-director, Chairrian and’ Chief
Executive Officer of Dayton Mining' Corporation: Mr. Myckatyn currently holds 33,900 Pacific
leShares ‘ D e SRR RS R S N

David De Witt (49), Vancouver - Director-of Pacific Rim and member of the ‘Audit Committee
and the Compensation Committee. Bachelor of Law. Partner of Sedun DeWitt Capital Corp., a
venture-capital “firm' located in' Vancouver, B.C. ‘sitice ‘February' 'of 1997: - Partner” in DeWitt,
Sedun, a Vancouver law firm, from October 1992 to January 1997. Currently also a director of
Geologix Explorations Inc. Mr. De Witt currently holds no Pacific Rim Shares. "

Kathryn A. Church (47), Surrey - Corporate Secrétary of Pacific Rim'since 1997. From 1994
to' 1996, Corporate “Administrator "for ‘Eldorado *Gold Corporation and HRC" Development
Corporation, publicly traded mining companies. - From 1987 to 1994 seciirities-legal 'assistant
with prominent Vancouver law firm. Ms. Church currently holds 300 Pacific Rim Shares, - /'

There are no family relationships among any of the above, nor is there any arrangement or
understanding with major shareholders, customers, suppliers or others, pursuant’ to ‘which’any
person referred to above was selected as a director or member of senior management. o

As'a group, the' directors and officers of Pacific’ Rimdirectly  or indirectly ‘own. ot exercise
control‘or direction over a total of 728,800 Pacific Rim' Shares representing *apptOXiﬁiétél)X}%“éf

the issued and outstanding Pacific Rim Shares. -

Corporate Cease Trade Orders or Bankruptcies -

No director, officer, promoter or other member of management of Pacific ?Ri-m‘is,z or 'during the
ten years preceding the date of this Circular has been, a director, officer, or promoter of any

issuer (other than Pacific Rim) that, while the person was acting in that capacity:

(a) was the subject of a cease trade or similar order that denied such issuer access to
any statutory exemptions for a period of more than 30 consecutive days, or
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(b)  was declared bankrupt or made a voluntary assignment in' bankruptcy, made a
proposal under any legislation relating to:bankruptcy or insolvency or was subject
to or instituted any proceedings, arrangement, or compromise with creditors, or
had a receiver, receiver manager or trustee: appomted to hold its assets.

Penaltles or Sanctlons

Wlthln the ten years preceding the date of this Circular, no director ofﬁcer promoter or other
member of management of Pacific Rim has been the subject of any penaities or sanctions
imposed by a court or a securities regulatory authority relating to trading in securities, the
promotion formatron or management ofa pubhcly traded company, or involving theft or. fraud

Personal Bankruptmes o

During the ten years preceding the. date of this Circular, no director, or officer, promoter or other
member of management of Pacific Rim has been declared bankrupt or made: a voluntary
assignment in bankruptcy, made a proposal under any legislation relating to bankruptcy or
insolvency or been subject to or instituted any proceeding, arrangement or compromise with
cred1tors or had a receiver, receiver manager or trustee appomted to hold his assets:

Indebtedness of Directors, Ofﬁcers, Promoters and Other Management of Pacrfic R1m p 7:

At any time durlng Pac1ﬁc le s last completed ﬁnancral year, or the elght month period ended
December 31, 2001, no director, executive officer or senior officer of Pacific Rim, or each
associate or affiliate of any such director, executive or senior officer is or has.been indebted to
Pacific Rim or any. of its subsidiaries or is and has been indebted. to another entity where such
indebtedness is or has been the subject of a guarantee, support agreement, letter of credit or other
similar arrangement or understanding provided by Pacific Rim or any of its sub31dlar1es other
than through normal business dealings.

Compensation

The following table discloses the compensation paid for the last three completed financial years
ended April 30,.1999, 2000 and.2001; and the eight month period.ended December 31, 2001, in
respect of the Chief Executive Officer (“CEO”). and. the President, of Pacific R1m who, were the
most h1ghly compensated executive officers during those ﬁnancial years (the "Named Executwe
Officers"). The Named Executive Officers are the only persons for whom executive
compensation disclosure is required under applicable Canadian securities laws. Pacific Rim has
not adopted any long-term compensation or bonus plans. In the following tables the dollar
amounts are in-Canadian currency. ~ ‘ S S RN
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Annual Compensation . Long Term Compensation ..
Awards Payouts
Restricted
Securities Shares or
Under . Restricted -LTIP All Other

Name and Other Annual | *Options ' { Share Units | Payouts - | Compensation
Principal Position Year Salary Bonus | Compensation | Granted (6] ® ®
Thomas Shirake 2001 ] $128,000 | Nil | Nil -4387,000° |- Nil N it N
Chief Executive 2001® . |.$189,238 | Nil © - Nil .. 6,634 oo Nit o[ Nl | Nil
Officer and Director | 2000 . | $183,775 | Nil { - . Nil . ,140,000 Nil ] Nil . . Nit

T 11999 $188,987 | Nil " ONil 350,000‘ o oNie Nil Nil*
Catherine McLeod- | 20010 $94,000 | Nil Nil 441,000 NN Nil
Selizer 2001? $141,000 Nil Nil Y} 756000 f T Wit - | Wi "Nil'
President and 2000 $141,000 Nil Nil 140,000 Nil Nil Nil
Director 1999 $141,000 Nil Nit 350,000 CNil o fLGNiL RGN

(1) Eight month period ended December 31 2001
(2) Ycar ended April 30, 2001 v

The Named Executlve Ofﬁcers were: granted stock optlons dunng the last completed ﬁnanc1al
year, . and the- elght month. penod ended.December 31 2001, as follows:

bedige
b P

‘ Market Value of

% of Total Optlons ‘
" Securities Under- | ' Granted (o .U Securities' Underlying 1| i
Eoyo Options Granted Employees in. . - . Exercise Price- . HOp}t‘l\ons’ovl_\ the Date |  Expiration
Name .®m . Financial Year(',)\ . (3/Security) of Grant ($/Security) Date
o o ; AN LU Lei g, B

Thomas Shrake 387,000 26% $0.29 $0.29 July 4 2006
‘ . 6,634 8%. $4.70 . %470 . .. June 20, 2005
Catherine McLeod- 441 000"‘ 30% ‘_ o $029 ~ 7780297 T 7| July'd, 2006

Seltzér .. 75,600 - 91% . 5 $4.70 ESAT0. .

1. |:June 20,12005:

(1) Total includes optlons issued to directors and officers who are-also employces

The Named Executxve Ofﬁcers dld not exermse any optlons durmg the ﬁscalx‘year ended"v
Apnl 30 2001 and the elght month penod ended December 31 2001

optlons on an aggregated ba51s

i

The followmg table '

: Unexercised Options at '] -~ 'Vilue of Unexercised Inithe- -
Securities Financial Year-End (#): |- : ::Money Options at Financial: -
Acquired on Aggregate Value Exercisable/ Year-End (Cdn.$)®
Name . Exercise @ ‘ _ Realized (§) Unexercxsable ] Exerclsable/Unexerelsable .
Thomias Shrake: . SNl - pe 0 Nl 1'573,255/310, 379‘3’ +:82,554/85, 185(3) ‘
445,545/51,089“ " s0/50
Catherine McLeod- Nil Nil 615,386/391,214Gr $2,937/35,883°"
Seltzer 468,533/97,067 $0/50

(¢5] Number of common shares of Pacific Rim acquired on the exercise of stock options: -
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@) Value of unexercised in-the-money options calculated using the closing price of common shares of Pacific Rim on the
TSE.on April 30,2001 of $O 235 .and December 31, 2001 of $0:31, less; in each case, the exercise pnce of any in-the-
money stock options. : :

- (3) Asat Apnl 30 2001.

4) As at December 31, ‘20014.,

Wb

: threctors and Oﬁ‘ cers Lzabzlzty Insurance

Pacrﬁc le prov1des hab1hty insurance. for its. dlrectors and oﬁicers The policy does not..
1 d1st1ngu1sh between the 11ab111ty insurance for directors and officers, the coverage bemg the same
for both groups. The premlum for: the ‘12-month period- endlng February 6,.2002 is $37 400,
. which Pacific Rim pays. The pohcy limit is $5,000,000. for' all loss in the aggregate under the ,_
-~ policy including defence costs. In addition there are retentlon 11m1ts of $100, 000 for securities -
~ claims and $25,000 for non- secuntles claims. Pacrﬁc R1m S 1nsurer has agreed to extend the
terms of the pohcy for three months pro rata. : '

Executzve Employment A gTeements

Mr. Thomas Shrake, Chief Executtve Ofﬁcer has employment agreements,t ,r-dated
February 14, 1997 with Pacific Rim and one of its wholly owned subsidiaries respectmg his
employment; purstiant ‘to‘which Mr.- Shrake receives* an-annual salary of US$125,000." The
agreements provide that in the event that Mr! Shrake’s employment-is’ tétriinated “for reasons
~other than just-cause, Mr. Shrake will be-entitled-to receive a-severance package. comprising-a.-

- payment equal.to. 12 months?. salary plus one month’s. salary for each. year. of completed service

- afterone year’ t0 ‘a- maximum' total of 24 ‘months’ salary.’ In: addition- Mr:'Shrake would be .
o entrtled to exerclse all) ncent1ve stock opt10ns held by h1m w1th1n 30 days of the term1nat1 on. }

------

- Ms. Cathenne McLeod-Seltzer Presxdent of- Pac1ﬁc R1m has an employment agreement w1th i
f Pamﬁc Rim dated September 15, 1997, as amended, pursuant to which she receives an annual
salary of $141,000 plus payment for general expensés not’ to- ‘exceed $2;000 per month: The

agreement provides that in the event Pacific Rim terminates Ms. McLeod-Seltzer’ s employment
for reasons other than Just cause Ms McLeod-S“'ltzer will be en ‘ to receiv
package comprrsmg a payment equal to, 18 months’ salary plus ‘one m h’; 's sal
of completed service affer August 1, 1997 to a maximum total of 24 _mOr ths‘ S |
Ms. McLeod-Seltzer would be entitled to exercise all incentive stock opt1ons held by her at the _
. time of such termination for the balance of the term of the optlons held.” S

- The Compensation ( Commlttee and. the Board of Directors approved the employment agreements |
: for Pac1ﬁc le 's executtves B ; .

Pacific Rim’ does'not have serv1ce‘contracts w1th its ‘ditéctors and do it provide retirement -
benefits - for: its ‘directors' of executlve ofﬁcers - The“directors participate in Pacific Rim’s
incentive stock option plan : ‘ B ’

The Board of Directors has estabhshed an audit committee, as requlred by the provisions of the"
Company Act, and a compensation committee. The committees are re-appointed by the board
after each annual general meeting.




-51-

Audtt Committee

Under the provrslons of the Company Act the audlt committee must be estabhshed and be
comprised of no less than three directors, the majority of whom are not employees. The Audit
Committee of the Board of Directors-of Pacific Rim is comprised of Catherine McLeod-Seltzer,
William Myckatyn and David De Witt: The audit committee’s mandate is to assist the Board in
the discharge of its ‘responsibilities relatmg to Pacific Rim’s accounting principles, reporting
practices and intérnal controls and its"approval of Pacific Rim’s annual and interim' finan¢ial
statements, and mamtammg a direct lme of communication with Pacrﬁc le s audltors and
management o

Compensail'on Committee

The Compensation Committee of the Board of Directors of Pacific Rim is comprised of William
Myckatyn and David De Witt, both. directors of Pacific Rim, neither of whom are or were during
the most recently completed year an officer or employee. of Pac1ﬁc Rim or any of its subsidiaries,
or an executive officer of Pacific Rim. The Committee’s. ‘mandate is to recommend to the Board
compensation: pol1c1es and guldellnes for application to Pacific Rim, to set the annual salary,
bonus and other benefits, direct and indirect, of the President and Chief Executive Officer and to
approve compensation for all other officers of Pacific Rim after consrdermg the
recominendations of the President and Chief Executive Officer, to periodically.review with the
President and Chief Executive Officer Pacific Rim’s policies on compensation for employees
and overall labour relations strategy for organized employees and report to the Board.

Employees 4

Including ‘management, Pacific Rim employs seven full-time employees, two of which are
employed in the-US, one in Argentina and four in Canada.'' During the third quarter of the fiscal
year ended Aprrl 30, 2001, Pacific le downsized its operatlons and laid off six full-time
employees, two in the US and four in Argentina. Temporary personnel and consultants are
employed on an as needed basis, Pacific Rim is not subject to any collectrve bargammg
agreements and belleves its relatlonshrp with employees to be good

Stock Optron Plan N

On August 21 1'997' the board of directors of Paciﬁc' Rim approved, and on July 31, 2000
amendment subsequently recerved shareholder and regulatory approvals. Under the Plan,
options may be granted to directors, ofﬁcers employees and others providing substantial services
to Pacific Rim and its affiliates to purchase from Pacific Rim'such number of Pacific Rim Shares
as the board of directors of Pacific Rim may designate. Options may be granted to acquire
Pacific Rim Shares up to but not exceeding an aggregate 3,500,000 Pacific Rim' Shares,
including options exercised, provided that the total number of options to.be granted to any one
optionee shall not entitle the optionee to acquire Pacific: Rim Shares in excess of 5% of the
Pacific Rim Shares issued and outstanding at the time of grant.




All incentive stock options to purchase Pacific Rim Shares granted by Pacific Rim: to -its
executive officers, directors and employees outstanding as at the date of this Circular, are as

follows: - S

FE i

_Optionees .

\Mcl‘,éod-s-éltzer,‘ Catherine

'..Sih‘fﬁ‘.ke,’_Thon;as_ C

:Petrina, Anthohy‘;:%» PRRETRRE

De Witt, David
Myckatyn, William

Church, Kathryn

Employees -

(other than above 4 in total):

Number of N

Common

_ Shares

200,000

150,000
140,000
75,600

441000

200,000
© 150,000
140,000
6,634
©+ 387,000. -

~60,000 -
. 40,000 -
. 40,000 .

109,000

60,000

40,000

40,000

L6633
- 114,000,

oo

40,000
2,133

111,000,

6000

12,000 *
24,000 -

53,000

48,000 .
118,000
106,000
228,800
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Exercise ;. -

- Price per

Common .

Share

$0.88
$1.49
$1.30
$4.70
$0.29

soiss
© 8149

P $0.88

- $1.49
$0.29

$0.88

$4.70.
$0.29

- $1.49
$1.30
$4.70

%029

1 '$0.88

$1.49
w o $1.30°
- $0:229

$0.88

CL$149

$1.30

$020 .

'$130°
470
- $029 "

$130

. §130.

$0.88

: Expiljy.Date‘

of Op tion

February 4, 2004

September 24,2004
‘June 20,2005
. July4,2006

' November 4,2003

‘November 4,2003 7
" February4,2004
~ * September 24,2004
- June 20,2005
o July'4,20060 oo

. Novemberi4; 2003 -
 February 4,2004 ©

September 24,2004 « -

July 4, 2006

November 4, 2003

February 4, 2004, .
~September 24,2004,
. June 20,2005 . - .

, July 4,2006

Juné'20, 2005
Tuly 4, 2006

November 4,2003
February 4, 2004 o
September 24, 2004

o

i

* November 4,2003 "
't February 4, 20047+ "
- ‘September 24,2004
July 452006

November 4, 2003 .-

February 4,2004 - .+
September 24,2004 . -

July 4,2006
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Exercise -
Number of ~ Price per
Common ‘ © Common - Expiry Date .
Optionees. - . . Shares : Share of Ogtlon
Others - Consultants 20,000 $1.49 : ,February 4 2004 ,
(2 in total) 10,400 $1.30 ' September 24, 2004

20,000 $0.29 July 4, 2006
TOTAL: 3299200 .

Exercise prices were determined. by the board of directors of Pacific Rim in accordance with the
provisions of the Plan and the apphcable rules and pohcxes of the TSE. .

All the optlons were granted for a: ﬁve year term and vest as to one-third of the options on the
day of grant and one-third on each of the two subsequent anniversaries. ‘In the event of a change
of control of Pacific Rim vesting is accelerated so all options become immediately exercisable.
All of the- directors and the majority of the employees have agreed to allow options priced at
$1.49, $1.30 and $4.70 to lapse’ which will result in an aggregate 2,130,800 options being
exchanged for 12,130,800 Amalco Stock Optlons ‘as indicated 1n Schedule “B” to the
Amalgamatlon Agreement

Prior Sal‘es

During the 12 months precedmg the date of this C1rcular other than 100,000 Pacific Rim Shares
issued at $0.30 per share on February 28, 2001 in settlement of certain lawsuits, Pacific Rim has
not issued any common shares.
Related Party Transactions. J
Within the last three years preceding the date hereof, no diréctors or senior officers of Pacific
Rim, any member beneficially owning Pacific Rim Shares carrying more than 10%, of the yoting
rights attached to the shares of Pacific Rim nor an associate or affiliate of any of the foregomg
persons had any material interest, direct or indirect;.in any transactions which materially affected
or would materlally affect Pac1ﬁc Rim or any of its, subsxdlarles -except, for. participation. in
Pacific Rim’s 2000 private placement wherem Catherme McLeod-Seltzer President, purchased
311,000 Spemal Warrants Thomas Shrake;, Chxef Executive Ofﬁcer purchased 22,100 Special
Warrants, William Myckatyn, a director, purchased 4,700 Spemal Warrants and Marianne
DeWitt, the spouse.of a director- David DeWitt, purchased:24,650. Special. Warrants, all at $4.45
each, from a private placement of 1,707,530 Special Warrants sold June 15, 2000. The Special
Warrants ‘were qualified by Prospectus dated August 24,:2000 and- exercised into Units
comprising one: share and one-half. warrant ‘on .or about September .1, :2000: for no additional
consideration to the holders. The warrants subsequently lapsed unexercised on-June 15, 2001.

There are no outstanding loans or.guarantees made by Pacific Rim to or for the benefit of any of
the directors or senior officers of Pacific Rim, any member beneficially owning shares carrying
more than 10% of the voting rights attached to the shares of Pacific' Rim nor an associate or
affiliate of any of the foregoing persons, or any other persons.
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Price Range and Trading Volumes:-

The Pacific:Rim Shares have been lrsted and traded on: the TSE since December 11, 1997 under
the symbol “PEG?.: 'The Pacific Rim'Shares were listed-and traded on the Vancouver:Stock
Exchange from January 10, 1989 to October 27, 1998 when Pacific Rim voluntarily delisted its
shares. " The Pacific Rim Shares also trade “over the counter and in the “pink’ sheets” m the
United States T :

The followmg table lists the volume of tradmg and hrgh and low prices on the TSE of Pacrﬁc
Rim Shares during the periods indicated.

Period L " 'High ¢ XLOW R Volume LA
2002 : Feb1-21 - 8053 -~ 7033 - - 71,906,900
Jan. $0.42 $0.30 1,120,431
2001 el Q4T e 8048 8025 2,360,266 -
Coche b e QB e 180430 0 0 o 8027 w0 1,230,812 B
Q2 e e S034 08020 C 411,282,996
b e e Qi o 80420 w0240 0 1,648,084 1
2000 .o oQ4 8154 . .$022 0 .. . . 10,247,093 .. .-
Lo Q3 .$500. . ... 8106 - ... 4538307
Q2 %535 $3.92 2878176 .
Q1 ‘ $5.65 $2.15 5,959,010 -
1999 Q4 ‘ $2.50 $1.45 2,469,852 . .,
Q3 . $1.74 $0.60 3,294,190°
Q2 8195 o 8125 2670959
QT 8215 S s120 “5643231
Legal Proceedings

There are no legal proceedings to which Pacific Rim is a party, nor to the best of theé knowledgé
of management are any legal proceedings contemplated.

Materlal Contracts
Other than® contracts entered mto in the ordrnary course of busrness ‘or-as: drsclosed n- thrs
Circuldr, ‘there: ate no-contracts” which” may be- regarded as- presently: matenal The 'material

conitracts entered into by’ Pacific' Rim, or its ‘subsidiaries, within the two-year’ perrod precedmg
the date of th1s Clrcular and not’ otherwrse drsclosed in thrs C1rcular are as follows i

RS SN S SR P . !

B «*Purchase ‘Agreement’ made as of the lSt day of November 2001 ‘among. Paclﬁc
.. iRim, Pac:Rim:Cayman, Pac Rim Caribe III, Silver Standard-Resources:Inc. and
o Silver: Standard (BVI) Inc.:whetein Pacific Rim'sells the shares of Salta: Gold

* Ltdi;’and thereby 1nd1rectly the Drabllllos pro;ect to. Sllver Standard for US$3 4
million: - : : .

2.7 rShare Transfer and- Settlement and: Termination Agreement ‘among Barrick
" Cayman (G) Ltd:, Pac'Rim Cayman, Pac Rim Caribe III, Pacific Rim:Mining
~+Corp and Salta Gold Ltd dated for reference May 1 2001 wherem Pacrﬁc er
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reacquired a- 70% interest in. Salta Gold Ltd., and 1nd1rectly the Dlabhllos pI'O_]CCt
from Barrick. . : . :

- 3. . Settlement agreement dated December 11, 2000 wherein Pacific. R1m agreed to
issue 100,000 Pacific Rim Shares to settle outstandmg lawsuits in' which-Pacific
Rim was named asa party

4. Agency Agreement dated: June 6 2000 among Pacrﬁc Rim . and. Haywood
.~ . Canaccord: Capital Corporation and Loewen, Ondaatje, McCutcheon Limited,, as
agents;’ pursuant to which 1,707,530 spec1a1 warrants were dlstnbuted

.5, : 5Spe01al Warrant Indenture dated .June 15 2000 between Pac1ﬁc R1m and
. .Montreal Trust Company, now. lapsed. : e

- ‘. 6 . Spec1al Warrant Indenture dated June 15 2000 between Pamﬁc R1m and Montreal
. Trust, now lapsed ‘ :

7. Land Lease with Purchase Option granted by the Pomacocha Peasant Communlty
~ to Minera, Pacific Rim Peru. S AC. dated Aprrl 4, 2000 1n connecuon wrth the
Lu1cho pI‘O_]eCt now lapsed ‘ :

BRI

Interest m the Transactmns B o

Other than as descrlbed elsewhere in this Clrcular no director, officer or other 1n51der of Pacrﬁc
Rim has any interest'in ‘the Amalgamat1on or the matters anc1llary thereto."

Pacific Rim Shareholder Rights Plan

On August 18, 1999, Pacific Rim adopted the Pacific Rim Shareholder nghts Plan, wh1ch was
approved by thePacific Rim Sharéholders on October 14, 1999. Unless the extension of the’ plan
is approved by ‘the Pacific R1m Shareholders the Pacific Rim' Shareholder Rrghts Plan’ w1ll
terminate on August 18, 2002. 'Thé purpose of the' Pacrﬁc R1m Shareholder nghts Plan is to
prov1de adequate time for Pacific Rim Shareholders to assess ‘any take over b1d that may ‘be
made for the Pacific Rim Shares and to permit competmg b1ds to emerge as well as g1v1ng the
Pacific Rim Board sufficient time to explore other options to ‘any take-over bid which may be
made, The Pacific Rim Shareholder Rights Plan also encourages any potential  bidder to
approach Pacrﬁc er and to negotrate an acceptable offer for the Pac1f1c le Shares rather than
to launch a hostlle and possrbly 1nadequate b1d ‘

At the tlme that the Pac1ﬁc R1m Shareholder R1ghts Plan’ was approved and 1mplemented Pacrﬁc
Rim d1d not have any srgmﬁcant shareholders Based on the information ava1lab1e to Pacrﬁc
Rim, it appears that Amalco will have at least two s1gn1ﬁcant shareholders accountmg ‘for
approx1mately 32% of the outstandmg Amalco Shares In addition, the Pacific Rim Shareholder
Rights Plan will. not have been approved by a majorlty of the shareholders of Amalco
Accordmgly, the Paclﬁc R1m Board believes that it would be appropriate to terminate the Pacrﬁc
R1m Shareholder Rrghts Plan effectrve as of the Effective Date, and to leave the determmatlon
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as to whether it would be appropriate for Amalco to adopt its. own shareholder rights plan to the
new board of directors of Amalco and the shareholders of Amalco following the Effective Date.

Accordingly, the Pacific Rim Shareholders will be asked at the Pacific Rim Meeting to consider |
and, if thought fit, pass an Ordinary Resolution in substantially the followmg form

“RESOLVED THAT, effective upon the issuance by the Reglstrar of Compames of a Certificate
of Amalgamation pursuant to the Company Act (B.C.) in connection with the proposed
amalgamation of Pacific Rim-Mining Corp. and Dayton Mining Corporation, the Shareholder
Rights Plan adopted by Pacific Rim on August 18, 1999 and governed by the Shareholder Rights
Plan Agreement dated as of August 18, 1999 between Pacific Rim and Montreal Trust Company
of Canada be terminated; and all'rights issued thereunder be redeemed for no consideration and
without any compensation whatsoever payable to any ‘holder. of such rights, ‘and the directors of
Pacific Rim be and are hereby authorized to take any actions necessary or desirable to implement
this ‘resolution including, without limitation, amending the Shareholder Rrghts Plan Agreement
‘as may, in the sole discretion of the directors, be necessary, without'any further approval of the
members of Pac1f1c er

The Pacific Rim Directors have resolved subject fo the approval of the Pacrﬁc R1m Shareholders
as set forth above, to terminate the Pacific Rim Shareholder Rrghts Plan, effective upon the-
Effective Date. The Pacific Rim Directors recommend that the Pacific Rim. Shareholders
vote for the foregoing resolution to terminate the Pacific Rim Shareholder nghts Plan.

PART III: INFORMATION CONCERNING DAYTON
General

Dayton was incorporated under the British Columbia Company Act on May 7, 1985 under the
name “Stanley Developments Corp ~The name of the company. was. changed to . “Dayton
Developments Corp.” ‘On November 27 1985 and changed to its current, name -on August 26,

1991.. Dayton is an mternatlonal mmeral resource corporatlon engaged both drrectly ‘and
through its wholly-owned sub51drar1es in the acquisition and development of precious. 'metals
propertles The ‘head office of Dayton is located at Sulte 2393, Three Bentall Centre 595-
Burrard Street P 0. Box 49186 Vancouver Br1t1sh Columb1a V7X 1K8 v

In 1989, Dayton through its wholly owned subsrdrary, Compama Mmera Dayton (“CMD”)
acqurred the Andacollo Gold Mine, in central Chile from Chevron Exploratron Corporatron of
Chile. From 1989, Dayton focused its activities on the exploration, financing, development and
construction of the Andacollo Gold Mine, Development and construction of the Andacollo Gold
Mine as a 12,700 tpd heap leach gold mine began in July 1994 and was completed in September
1995. Productlon from the Andacollo Gold Mine commenced in September 1995 and continued
until December 2000. In December 2000, CMD decided to permanently close the Andacollo
Mine. At the time of closure, CMD had outstandmg obligations to Caterpillar Leasing of
approxrmately $5.7M relating to the open pit mining equipment and $6.9M to unsecured
creditors. On May 15, 2001, the unsecured creditors of CMD unanimously accepted a court
approved Creditors Agreement This agreement provides that CMD will continue to leach gold
from existing heaps and sell the mining equipment, the three-stage crushing plant, the overland
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conveying/stacking system and other assets as required to satisfy operating costs; employee
severances, reclamation activities and creditor obligations. As of December 31, 2001, the
obligations to Caterpillar Leasing were extinguished and the amount owed to unsecured creditors
had been reduced to $5.5M. Sales of the crushing circuit and other assets are continuing.
Dayton is a creditor to approximately 32% of the amount owing to unsecured creditors but since
the payment of these obligations rely on sale of assets, there is no certainty that any of these
funds will report to Dayton. Dayton de-consolidated its interest in CMD at the beginning of
December, 2000. :

The holder of a 2% net smelter return royalty on the production from the Andacollo Mme has
initiated an action in which it is suggested that the royalty and related advance minimum royalty
payments as described in the 1991 option to purchase the claims compnsmg the Andacollo Mine
have become accelerated and are immediately due because CMD is operating under the -
Creditors” Plan. The potential size of the claim is $1.7 million. CMD rejects these allegations
and believes such an interpretation of the-option agreement-is incorrect. However;:if it is
ult1mate1y determmed that the royalty payments have been accelerated, this finding would have -
an adverse material impact on the ultimate proceeds, from the disposition of the assets of
Andacollo available for distribution to the creditors, including Dayton. The owner of this royalty
has a mortgage on the mineral claims comprising the- ‘Andacollo Mine and is attempting to
-enforce its rights, should they be substantiated, through this mortgage. The assets secured by the
- mortgage are not clearly defined under the. laws of Chrle and therefore it will be necessary to
settle thls d1sagreement ina court of law. o ,

A lawsu1t was ﬁled against Dayton in the Supreme Court of British Columbia by Medinah

Energy Inc. (“Medinah”) in mid-1998 alleging, among other things, that Dayton had

misrepresented CMD’s land position at the Andacollo Mine. Dayton has disputed all of the

allegations. On June 26, 2000 Medinah agreed to ad]ourn ‘the matter by consent and filed a
praecipe to adjourn the trial generally. The action is currently outstandmg

On Aprrl 6, 2000 Dayton acqurred a 49% Jomt venture mterest in the Denton—Rawhlde mme 1n
Nevada. On the same date, Dayton acquired certain exploratron propertres in El Salvador
through the acquxsmon of Mrrage Resource Corporation. s - Y ~

During 2000 Dayton spent approx1mately $l 0 mllhon on a program to advance the El Dorado
gold prospect in El Salvador.. Over 3,750 meters of core was drilled, a new resource was
calculated, metallurgrcal testwork ‘was undertaken on the new core, and a preliminary economic
evaluat1on was initiated. Thxs program confirmed Dayton S hrgh expectat1ons for thrs depos1t

Dayton’s resource and reserve estimates for the year ended December 31, 2001 on- the Denton-
Rawhide mine, Andacollo mine and E] Dorado exploration project are drsclosed in.Jtem 4.D —
“Property, Plant and Equlpment” in Dayton s Form 20-F attached as Appendix I to thrs Circular.

The followmg chart sets forth Dayton s corporate structure including all materral subs1d1ar1es the
jurisdiction of their incorporation and Dayton’s respective percentage ownership of each
company:
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At December 31, 2001 - - o
DAYTON MINING
‘CORPORATION R K
(British Columbia,.Canadaj . E L e
100% 100% 100%
'DAYTONMINING | | DMCCAYMAN INc. | ' ’ k DAYTON
(WS INC, n [ - ‘(Cayman Islands, .. - o Lo 0 s  ACQUISITIONS INC.
(Nevada, United. o , sw) .. L S (British Columb;a )
i States) Y ‘ ‘ . it b o R B Canada) K
9 . N . . 9 . N
l 49% .. L 100% ‘ — 100% . =
DENTON-RAWHIDE | . _ANDACOLLO .| .. § ULASERENAINC. T . - | I
~JOINT VENTURE  |. ,GOLD INC. . (Cayman ls/ands_ ) ) 449200 B C LTD.
! (Nevada) St ’ " (Cayman'islands, - B l) i ' 1 - (British Columbia, - |
: . -, . .BwWh o e , : . -} -, Canada)
l 95% | osw
200% {1 Lo se% b Ls0% i 0% Uit 99.9%
‘pavTONCcHILE | | comPania{) |- | " kiNRossEL | "'“Rseuhs‘o's”'
EXPLORACIONES MINERA B AR . SALVADOR - |- . I SALVADOR. .
MINERAS LIMITADA DAYTON S.A.deC.V. ENOSSA ‘de
(Chile) (Chile) (E! Salvadon) c.wv.
C ) ' ) . . - (El Saivadon)

) CMD is operatmg under Chilean couxt protecnon and therefore CMD is no longer under managerral control of '
Dayton Mining Corporanon :

For a detailed descrlptlon of Dayton s busmess, assets and operatlons, refer to Dayton s
Form 20 F for the year ended December 31 2001 attached to thls Clrcular as Appendlx I

Selected Fmancral Informatlon ' RN
(m thousands of US dollars except per. share amounts Wthl’l are in US dollars)

S Year-‘Ended' Lo Year-Ended " Nine Months Ended

) 1 o December 31, 2001 December 31, 2000 December 31 1999
Net Earnings (loss)  $(3,371)  $(31,388) $(2,053)
Net Earmngs (loss) per Share o Lo$0.11) SR (¢ 59 &4 I - %012y
Total Assets ~ ~ $24540 . $28563 $48544

Shareholders Equlty 816,998 | ‘$20 369  $29,879
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Pricing Range and Trading Volumes - - = "~

Dayton’s: common shares are listed and posted for: trading on the TSE and AMEX under the
trading symbol “DAY”. Dayton is a reportmg issuer in all provinces of Canada except Quebec
and Nova Scotia and files annual reports in the Umted States on Form 20-F.

The followmg tables list the' volume of tradmg and high and low pnces on the TSE and AMEX
for the Dayton Shares for the perlods indicated.

Toronto Stock Exchange

ngh . Low : | Volume

20027 Febl 21 Cdn. $0.90 Cdn. $0 57 1,525,100
D “Jan, $0.57 $0.37 17,400
2001 - o Q4 $0.66 - $0.36 247,010
ST Q3 $0.59  $0.41 290,790

Q2 $0.66 $0.31 1,106,100

LT “Q1 $0.69 1$0.20 1,261,250
2000 Q4 $0.55 $0.23 - 733,560

Q2 S ST80 80009 23,885,100

. Qr’ $0.16 $0.09 101,410,000
1999 Q4 $0.16 1 8008 o 04713910507
' Q3 $0.16 0 $0.08 69,119900
SRR 0 720 8017 8008 7 64,678,000
ottt - s04r o S0 7249300?‘-)

*Note:  The Dayton common shares were consolidated on a 20:7 basis, effectl\'fe‘Aprll‘; 2000."
 These amounts reflect pre-consolidation trading. ., ~

e il P
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The American Stock Exchange: -~ ..+

Lo IR High. o Lew i st Volume
2002 7 Febl2l US $056 . US $033 1,734,600 -
© Jan." %036 $026° 30,800
2001 oo .4 %044 3023 1,645,500
T | Q3 %041 80250 1,542,000
Q2 $0.44 $020 3335300
QL v 8048 o $0.13 2,988,800
2000 o Q4 $0.38 $0.13 3,963,100 -
SN Q3 - $1.06 - $0.38 2,812,000
Q2 $1.75 - - $0.06 13,769,600 ; -
S Ql $0.13 $0:06 127,286,400
1999 . . Q4 $0.13 $0.05 63,448,300
Q3 $0.16 $0.05 49,630,300
QY $0.19 $0.03 47,617,200
! .ng' $0 31- $006 18,173,600

*Note‘ The Dayton common shares were consohdated ona 20 1 ba51s effective April, 2000
These amounts: reﬂect pre- consohdatlon trading.

Votmg Securltles and Prmclpal Holders Thereof

Dayton is: authorlzed to- 1ssue 1,000,000, OOO common shares w1thout par value, of which
31,123,974 common shares were issued and. outstandmg as fully paid and non-assessable as at
February 26, 2002. The holders of common shares are entitled to one vote for each common
share held... Dayton has no other classes of voting securities.. |

The following are the names of the only Dayton Shareholders who are known by Dayton to own
beneficially, directly or indirectly, or exercise control or direction over, more than 10% of the
common shares of Dayton as at February 26, 2002:

Name and Address No. of Common Shares Percentage of Common Shares
Kinross Gold 10,003,437 32.1%
Corporation'”

Toronto, Ontario

Dundee Precious 4,447,306 14.3%
Metals Inc.

Toronto, Ontario
Note:
(1) According to Kinross Gold Corporation’s 2001 Information Circular, as of March 23, 2001, to the knowledge of
Kinross Gold Corporation’s directors and officers, the only person who beneficially owns, directly or indirectly, or
exercises control or direction over, more than 10% of its outstanding common shares is Trimark Financial Corporation.

Pursuant to the Amalgamation, as Dayton Shareholders, each of Kinross Gold Corporation and
Dundee Precious Metals Inc. will be entitled to receive 1.76 Amalco Shares for each Dayton
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Share held, being 17,606,049 and 7,827,258 Amalco Shares, respectively. The percentage of the
issued and outstanding Amalco Shares held following the Amalgamation will be Kinross Gold
Corporation - 22.5%; Dundee Precious Metals Inc. - 10.0%. -

Annual Meeting Matters

It is anticipated that the Amalgamation will become effective after the requisite Pacifi¢ Rim
Shareholder, Dayton Shareholder, Court and regulatory approvals have been obtained and all -
other conditions to the Amalgamation have been satisfied:or waived. The Dayton Meeting is
called primarily for this purpose. However, in the event that the Amalgamation does not.come
into effect, the Dayton Shareholders are being asked to consider and vote upon the annual
general meeting matters for Dayton, consxstmg of the election of directors and appointment of
auditors for the ensuing year.

Election of Diréectors

The term of office of each of the present directors expires at the Meeting. The Board of
Directors presently consists of eight directors and it is. intended to elect eight directors. Each
director elected will hold office until the next annual general meeting of Dayton or until his or
her successor is elected or appointed, unless his or her office is earlier vacated in accordance
with the Articles of Dayton, or within the provisions of the Company Act. If the Amalgamation
is approved, such directors would hold office only until the Effective Date of the Amalgamation.
at which time, in accordance with the terms of the Amalgamation Agreement, the initial directors
of Amalco will be as disclosed under “Board of Directors” in “Part Iv: The Company Resultmg
from the Amalgamation”.

The persons named below will be presented for election -at the Meeting as Management’s
nominees for the Board of Directors, and the proxies named in the accompanying form of proxy
intend to vote for the election of these nominees. Management does not contemplate that any of
these nominees will be unable to serve as a director but, if such an event should occur for any
reason prior to the Meeting, the proxies named in the accompanying form of proxy reserve the
right to vote for another nominee in their discretion unless the Member has specified otherwise
in the form of proxy.

The following table sets out the names of the | nommees for election as directors, the mumc1pal1ty
in which each is ordinarily resident, all offices of Dayton now held by each of them, their present
principal occupations, their principal occupation within the five preceding years, unless he or she
were elected as a Director at the last Annual General Meeting, the period of time for which each
has been a director of Dayton, and the number of common shares of Dayton beneficially owned
by each, directly or indirectly, or over which they exercise control or dlrectlon, as at the date
hereof.
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_-Principal Occupation or Employment .. .

'Director .
- Since,

No. of s’ha‘res"

William H. Myckatyn*
Chairman, President, CEO and
Director,

Vancouver,

-British Columbia

‘Paul M. Blythe* - :
- Director. v
‘Collingwood, Ontano

Robert M. Buchan®
Director
Toronto, Ontario

'Douglas D. Donald+
Diréctor ' ‘
New:York, New York

David K. FaginT: .2 . -
‘Dlrector o
Englewood Colorado

Jonathan C. Goodman+
Director
Toronto, Ontario

“John W. Ivany *
Director -
Toronto, Ontario

. company), .
. eranda
h present

‘Dundee
.. Repadre.Capital’Corporation.

Chairman, President & CEO of Dayton,
June 1998 to present; Director of Pacific
Rim Mining Corp. and First Point
Minerals Corporation; President and CEO

‘June 17, 1998

of Princeton Mining,Corporation from .. .-,

+.1997 t0 1998..

‘Consultant, January 31, 2002 to present;

Vice-President, Technical Support and

;- Business Evaluation, BHP Billiton Base i

Metals (a mmmg company) September
1998 to January 31, 2002.

Chairman and CEO Kinross Gold
Corporation (a mining company) 1993 to
present.

' Indépendent’ financial advisor, 1997 to

" present;’ ‘Director " of - Repadre -~ Capital
“Corporation ;. and- “Piedmont = -Mining,
-. Company, Inc. - NS
- Investor;: Dlrcctof, President; . -Western

- Exploratxon and Development Lid., 1997

to 2000; Director, Golden Star Resources

- Ltd. (a mining company), 1992 to present;

Director, Canyon Resources Corporation

‘(a ‘mining’ company)-2000 to present;
Director ‘of * various' mutual funds .of '
T.Rowe. Price:.Group, .(a mutual.-fund. -.:
.Director, . ..

1987, to : present;

Mining, Company, ) 2002 to

President and CEO, Dynamic Precious
Metal Funds (an investment company)
December’ 1998 to' present; ~Director,
Precious -'Meétal Funds -

Executive - Vice President! Kinross Gold'

June 17,1998

April 6,2000

June'17,1998 <

June 17,1998

May 31, 2001

and '

Corporation (a mining company), 1996 to . .

present.

April 6, 2000

116259

- 750@

10,003,437¢)

i

, ; Nil@

4447306

©10,003,4379
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T PO o © .7t o Direetor . - :

Name, Position and Residence.. Principal Occupation or Employment.. ~Since - . .. No. of shares
Catherine A. McLeod-Seltzer+T ~ President and Dlrector Pamﬁc ,Rim  June 17,1998 ;Nil@
Director " “Mining * Corp. (a*" mining’ company) o o .
. West Vancouver, ‘ February 1997 to present; Director of

: British*Columbia # "' . Francisco 'Gold Corporation; Corriente -

Resources  Inc., Miramar Mining
Corporation, Silver Standard Resources,

.:Madison. Enterprises. Inc,. and Eveolution
Ventures Inc

Notes: i
T Member of the Audit Committee

...t .1, Member of Compensation Committee ., .:+,

* Member of Env1ronmental Comm1ttee f

R LI O L IR PP ST

".7(1) “Exclides. options: to: purchase 500,000 common' shares -at $2:40 per -share; 187 500 comimon shares at $1.86 per
share and 350,000 common shares at $0.95 per share.
(2) Excludes options to purchase 50,000 common shares at $2.40 per share and 20 OOO shares at $0 95 per share.
(3) Mr. Buchan and Mr., Ivany are directors and executives of Kinross Gold Corporation wh1ch dlrectly OWnSs
S 0,003,437 shares of Dayton: Excludes optionis'to'purchase 50,000 shafes.at $0.95 perishare. .
# (4) Mr. Goodman iis. president and €EO. of Dundee Precious Metals Inc. which: directly. owns: 4,447,306 common
shares of Dayton. Excludes options to purchase 50, 000 shares at $0.95 per share

,,,,,

Advance Notice of the Dayton Meetmg, and the proposed electlon of dlrectors was pubhshed n
the February 5, 2002 edition of The Vancouver Sun ‘néwspaper. at Vancouver, British Coluthbia
pursuant to section 111 of the Company Act.

Appointment of Auditors

Management will recommend that the Meetmg appomt PrrcewaterhouseCoopers LLP Chartered
Accountants, as auditors of Dayton and authorize the diréctors to fix their’ remuneration. "“Upon
completion of the Amalgamation, the auditor for Amalco will be Staley,"Okada Chandler &
Scott, Chartered Accountants. See “Auditors, Registrar and Transfer Agent” under “PartIV
The Company Resulting from the Amalgamation”.

A‘-Stétémedt of 'Corporate‘Gt)vernaiicé P‘ractic'es‘ A

In comphance w1th the guidelines respecting corporate governance practices set out in the Report
of the Toronto’ Stock Exchatige Committee on Corporate Govemance in Canada dated’ December
1994 (the “Report”) Dayton is pleased to dlsclose 1ts corporate governance practlces ’

Mandate of the Board

The Board of Dlrectors of Dayton (the “Board”) is respon51ble for the sound governance of
Dayton’pursuant-to the powers vested in the Board: by the Company Act; the Memorandum’ and
Articles of Dayton and all other statutory and legal requirements ‘generally applicable to directors
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of a company that is* also a “reporting issuer” under applicable securities legislation.
Management is responsible for the day-to-day operation of the business and affairs of Dayton.

In fulfilling its mandate, the Boa'rd is responsible, among other things, for the following;:

. adoption of a strategrc planmng process to establish Dayton’s intermediate and
long-term goals;

. ensuring the establishment‘of systems to manage the principal risks arising from
or incidental to the business activities of Dayton: including but not limited to
environmental, safety, and financial controls; .

. appointing, defining functions for, and monitoring the performance of senior
management which includes establishing executive compensation policies and
their implementation with respect to. md1v1dual performance and attamment of
estabhshed goals and : c

e overseelng Dayton s publrc communications pollcy and - lmplementanon
‘including - approving the drsclosure of material 1nformatron and - shareholder
communications.

In order to carry out its funct1ons the Board holds regular meetings on a quarterly ba51s and
additional meetings as necessary to consider particular matters or evaluate matters between
quarterly meetings, wherever appropriate. At such meetings management apprises the Board of
the performance of Dayton through discussion and analysis. . ‘ -

The Board met four times in 2001, and each director participated in all of the 'meetings held,
except as follows: Robert Buchan and Paul Blythe attended three of the four meetings. and
Jonathan Goodman attended two of the four meetings.

In addition, a. number of matters were approved by consent resolution which requlred unammous
consent of all directors. ' '

Composition ofthé Board

The Board is currently comprised of eight directors of which all but Mr. William H. Myckatyn
are “unrelated directors”. The term “unrelated director” means a director who is mdependent of
management and is free from any business or other relationship which  could, or could
reasonably, be perceived to materially mterfere with the director’s individual. abrl1ty to act with:a
view to the best interests of Dayton other than interests and relationships. arising from
shareholding. At this meeting members are being asked to elect eight directors to the Board.

Dayton has no “significant shareholder”, which is defined as a shareholder with the ability to
exercise a majority of the votes for the election of the board of directors. The Chairman. of the
Board is Mr. William H. Myckatyn who is also President and Chief Executive Officer of Dayton;
and he is not considered to be “unrelated” as defined.
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The Board of Directors has not established:an Executive Committee rather all material issues are
addressed by the entire Board during a regular or special meeting. The Board of Directors has
prepared and adopted a handbook which outlines the role, standards and responsibilities. of the
Board and each individual director with respect to guidance on sound corporate governance.
This handbook addresses such issues as the composition and independence of the Board; ‘the
functions of various committees of the Board and the effectiveness and education of Board
members. To assist the Board in the discharge of its respons1b1ht1es the Board of Dlrectors has
designated the following three standing committees. : : -

The Compensation Committee has the responsibility for: a) ﬁxmg the compensatlon and
evaluating the- performance of the President and CEO; b) approving’ “the appointment of and
monitoring the performance of the other senior officers; and c) exercising the powers coriferred
upon it by the Board with respect to the administration aid adequacy of the 1999 Employees" and
Directors' Stock Option and Stock Bonus Plan.: This committee 1S comprised of three untélated
directors who are Ms. Cathieriné McLeod-Seltzer (who is the Chair), and Messrs Douglas D
Donald and Jonathan C. Goodman.

The Environmental Committee has - the respon81bll1ty for- rev1ew1ng Dayton s+ environmental
policy and for ensuring Dayton’s operatrons are operated in a manner consistent’ With'the
environmental’ polxcy and-also for | ensunng Dayton s operations are run in‘a‘manner ‘which‘does:
not unduly ‘expose its’ employees to unnecessary I'lSk of accident or ‘'death. Members ‘of 'the
Environmental Committee are encouraged to visit the operations.” The Environimental
Committee is also composed of three members, who are Messrs. Paul M. Blythe (the Charr)
John W. Ivany and William H. Myckatyn.

The Aud1t Comm1ttee consists of three members, ,all of whom are unrelated d1rectors and not
members of management The members are Messrs. David K. Fagm (the Chalr), Robert M:
Buchan and Ms. Catheriné McLeod-Seltzer.” The Audit Committee has the respons1b111ty for
a) reviewing the annual financial statements of Dayton and recommending to the Board' whethet
such financial statements should be approved; b) reviewing and approving the interim financial
statements of Dayton; c) reviewing the public, disclosure documents containing - _ﬁ_na c1al
‘nformation before their release; d) appointing and estabhshmg the remuneration for the extemal
auditors of Dayton; ¢) determining the scope of the annual audit and evaluatmg the performance

. of the’ auditors; and f) reviewing Dayton’s system of internal financial: controls and accounting

processes to ensure their ‘adequacy. Dayton did not retain its external auditors to provide any
- non-audit services during the last two ﬁscal years, except to assist in the preparation of statutory
" income tax filings.

.. Dayton’s Board of Directors and senior management consider good corporate governance to be
.. central to the effective and efficient operation of Dayton. Dayton believes this disclosure is
- consistent with the guidelines recommended by the TSE Committee on Corporate Governance.

Decisions Requiring Prior Board'Appr"ovql

In addition to.those matters which must by law or by the Memorandum and Articles of Dayton
be approved by the Board, all decisions of strategic significance to Dayton must be approved by
the Board. Any material expenditures or legal commitments (including, without limitation, any
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debt or equity financings, investments, acquisitions and divestitures) by Dayton are also:subject
to-prior approval: by the Board. - Financial statements and major disclosure: documents. are. also
subject to'Board review and-approval. .-~ a0 T e e e

Other-.. ' v e e e

The Board recruits new directors on an as needed basis. Any appointment of a new director will
require Board approval and will be subject to approval by the Members. of Dayton at the next
annual general meeting of Dayton. ' '

Dayton’s investor relations. and corporate development activities, are, undertaken by the. senior
management of Dayton in addition to their other duties. . The Board believes that it.is. the

function of management to. speak, for Dayton in its communications with third parties, however

any. material, concern_or issue raised by a-member will be presented. to the. Board. for

consideration. To date, the Board has not needed to;take an active role in responding to member
inquiries or concerns. S S e

The Board expects. members.of management of Dayton to, carry out.their duties andto discharge
their responsibilities in.a professional, competent.and ethical manner. The Board approves all
executive appointments and seeks only.those individuals who bring exemplary qualifications and

demonstrated abilities to.the position. The Board fully expects each,executive to strive diligently

and effectively to improve the fortunes of Dayton and contribute to shareholder value.

TT T A SIS NS (S S FRN P (RO R UL L S5 SUU S N S P A0 R A
Executive Officers T e DS N gt

The following table sets out the names and ages of each of the executive officers of Dayton, the
position each executive officer held with Dayton at December 31, 2001, the length of cach
ice with Dayton, and all other employment held by each executive officer

executive officer’s serv

Nameé and ageof = Position with * -~ Length of  Other Employnient Held in the Last 5
Exeeutive ' Dayton ' ©  Service o o o e oo
‘William H. Myckatyn - “Chairman of the ~ 45 months Chairman, Président and CEO of Qaﬁéii;“]ﬁﬁ§" 1998 to
(52) AR T At Board, il :‘;'.a‘i,: LR e e ““pre'ser‘it;‘ M1mngConsultant,Apr111'998 fd{-fl‘lh:‘f_'!f‘:’1998;
S e oh o President, | f Cesi i e o -President and ‘Chief Exécutive Officerand ‘Director of
.. Chief Executive - <% i« 7 « Princeton Mining: Corporation (a mining: company),
Officerand .+ ..+ .. ... [February 1997 to. April 1998; President and, Chief
Dir I " 'Executive Officer and Director .of Gibraltar Mines
Limited (a mining company), =~ 7 T 7T

Director

F. John Norman = Controllet © =~ *' 22 months " Cofitroller ~ of - Dayton,- May; “2000° 'to’ -present;
(62) T I wio o0t o rAdministrative . Consultant,: 1998 :t6 2000;: ‘Treasury
RERR .= uy s .7, -oAnalyst; Boliden Westmin (Canada),Limited (a mining
company), March 1998 to August 1998; and Treasurer,
Westmin Resources Limited (a mining company),: 1997

toMarch 1998. o

Noie:  The information as o “othet empioyment” s not within the knowledge of the Board and has been furnished
by the respéctive executive officers.’s - Gen e R
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Indebtedness of Directors and Senior Officers

The aggregate indebtedness to Dayton or any of its subsidiaries by all current and former
employees, executive officers, senior officers, directors and proposed nominees: for.election as a
dlrector of Dayton, and any assocrates of any such persons as at February 26, 2002 was nil.

Aggregate Compensatlon

For the ﬁscal year. ended December 31 2001 there were three executive ofﬁcers of Dayton and
the aggregate cash compensation paid to them by Dayton and its subsidiaries. was $1 010, 960

Compensatron of N amed Executwe Ofﬁcers |

The followmg table sets forth all compensatlon paid i in respect of the Chlef Execut1ve Ofﬁcer of
Dayton in the years ended December 31, 2001, 2000, and 1999 and each of Dayton s four most
highly compensated executive officers earning a combined salary and bonus in excess of
$100,000 for the year ended December 31, 2001 (collectively, the “Named Executive Officers™)..

SUMMARY COMPENSATION TABLE (CDNS),. . . . o8, 0 1
“Annual compensation - .. Long-term b i
R ‘compensahon.{: Lo
_ ) : _ o ol o Awards . | . ,
: : ‘ R R ‘ o S "Otlons““:“’ Allother”'
- Name and principal position | Year | - Salary Bonus...| .. Other . .| grl:mted | compensation®
William H.Myckatyn = .+~ ©:| 2001 | $225,000 Sl e R 0T $1,904
Chairman, President and Chief 2000 | 225,000 - - 350,000 | 118,200
Executive Officer | _ ”
1999 225,000 | $90,000) 687,500 87,000
F. Jotin Norman® C 2000 8100833 ) o) ) e e erssa
Controller : i ' 2000 60;870 - i . o 45;000(6)ll o : 540 [
Scott M: Brurisdon®. .. . | 2001 | $205,838 | . -]  $352,546 TIPS RPN | I 1.87,285
Senior Vice President and. CFO 1. 2000 | 200,000 P IR R :-75' 000 - 8,000
’ 1999 " |- 11,398 R B 100000”’ -
) This bonus was determmed and pard in 2000 but pertams to 1999 compensauon $15 000 of the bonus paid to Mr.
. Myckatyn was paid by the issuance of 6,500 common shares at an effective price of $2.30 per share.
@ Other compensation amounts represent contributions made by Dayton on behalf of the Named Executrves toa
-~ retirement compensation arrangement and/or a group or individual RRSP-and employee benefiticosts.
(3) .. Mr. Brunsdon left Dayton on October 31, 2001. - Under the:-termns of Mr. Brunsdon’s: ernployment agreement, he was

... entitled to.an immediate cash payment of $352,546, which Mr. Brunsdon agreed to receive over 18 months.
(4) ' The exercise prices of the options are $0.95 for 350 000 optlons $2 30 for 500, 000 optlons and $1.86 for 187,000
options. All in Canadian dollars. o
(6)) Mr. Norman was appointed Controller in May, 2000.
(6) - The exercise price of these options is $0.95 — in Canadian dollars. , -
@) ' ‘The exercrse pnces of the options are $0. 95 for 75 000 optlons and $1 90 for 100 000 optlons both m Canadran dollars

Other Compensatron Matters

There were no long-term incentive awards made to Named Executive Officers of Dayton durmg
the most recently completed financial year. There was a Retirement Compensation Atrrangement
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in place for William H. Myckatyn to which Dayton contributed $96,250 during 2001. There
were no pension plan beneﬁts in place for any of the other Named Executive Officers.

Employment Agreements

Dayton has entered into employment agreements w1th each of 1ts Named Executrve Ofﬁcers
Under the terms of these agreements, in the event of termination of employment ‘without:cause,
change in respons1b111t1es or a change in control of Dayton, F. John Norman is entitled to six
months ‘salary. “Under the Amalgamation, Mr. Norman will continue his employment “as
Controller-of Amalco. 'Scott M: Brunsden left Dayton on October 31,2001, Under the térms of
Mr. Brunsdon’s employment agreement, he was entitled to an immediate cash payment of
$352,546, which Mr. Brunsdon agreed to receive over 18 months. *On the’ Efféctive Date 'of the
Amalgamat1on William, H. Myckatyn’s employment will be terminated and he will receive
severance in the amount of $860 784 whrch Mr Myckatyn has agreed to recerve over 12
months '

Stock Optlon Plan

The board of directors and shareholders of Dayton apptoved the 1999 Stock Option and Stock |
Bonus Plan (the “Plan”); as amended; on April 28,1999 and June 10, 1999, respectively. Under
the Plan the board of directors of Dayton may authorize the granting of options and share -
bonuses to directors, ofﬁcers employees and other persons eligible under the Plan. A total of |
2,302,000, ~options .and. 310,000 common shares may be granted under-the Plan.  As’of
February 26, 2002, 2, 008, 300 option grants are outstandmg and a total of 12, 750 bonus shares
have been issued. . , ‘

Under the Plan the board has discretion to determme the terms. and conditions of option grants,
subject to certain general limitations set forth in the Plan including the following: T

(a) the number of shares reserved for issuance pursuant to the Plan to any. one eligible
person shall not exceed 5% of the shares outstanding at the time of the grant and
the number of shares which may be reserved for issuance to all Insiders shall not
exceed 10% of the shares outstandmg at the time of the grant and

(b)  the number of shares wh1ch may" be 1ssued pursuant to the Plan to any one Ins1der

" and that Insider’s associates within a one year period shall not exceed 5% of the

- shares outstandlng atthe time of the grant and the number of shares which may be

issued to all Insiders within a one ‘year period shall not exceed 10% of the shares
outstanding at the time of the grant.

The term of an option may be determined-by the board of dlrectors to a maximum of ﬁve years
from the date of grant. If an optionee ceases to be employed by Dayton or its affiliates for cause,
no option held may be exercised following the date the optionee ceases to be,so, employed if-an
optionee ceases to be employed by Dayton or its affiliates for any reason other than cause, all
options-held at that time fully vest and become exercisable for a period.of six months thereafter
or prior to the expiration of the option term, whichever is, sooner. If an optionee ceases to be a
director of Dayton for any reason, all options held at that time fully vest and become exercisable
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for a period ending on the earlier of: (i) 12 months, (i1) such shorter period determined by the
- board of directors at the time of the grant, and (iii) the ongmal explratlon date of the option.

Subject to any necessary approvals of apphcable securities regulatory authorities, the. boardof
directors may amend, modify or terminate the Plan in its absolute discretion provided that
shareholder approval is required for any chanige which materially increases the benefits undér the
Plan, materially increases the number of shares which wotuld be issued under the Plan (éxcept
any increase resulting automatically from an increase in the number of outstanding shares of
Dayton) or matenally modifies the requirements as to eligibility for participation in the Plan.

Options to Purchaseﬁ, Securities

There were no options to purchase common shares granted during 2001 to the Named Executive
Officers. As at February 26, 2002 there were 2,008,300 outstanding Dayton Stock Options to
purchase 2,008,300 Dayton Shares. All stock options to purchase Dayton Shares granted by
Dayton to its directors, officers and employees. and other eligible persons under the Plan
outstanding as at the date of this Circular, are as follows: :

. ... Exercise -
~ Number of Price ey et
Common per Common - Expiry Date
Optionees . Shares  Share  ofOption
Myckatyn, William 500,000 $240 . April27,2004
‘ 187,500 $1.86 June 29, 2004
350,000 . $0.95  May 28,2005
McLeod-Seltzer, Catherine 50,000 - $2.40 7 April 27, 2004
20,000 © $0.95 © May28,2005
Blythe, Paul 50,000 $2.40 T April27, 2004
20,000 $0.95 May 28, 2005
Donald, Douglas 50,000 $2.40 o April27,2004 '~
20,000 5095 May 28,2005 |
Fagin, David 50,000 $2.40 | April 27 2004
‘ ©.20,000 - $0.95 e May 26,2005
Buchan, Robert 50,000 $0.95 May 28, 2005 -
Goodman, Jonathan 50,000 $0.95 pooo el 0 Mayi28, 2005
Ivany, John 50,000 $0.95 o Mayzs, 2005

Norman, John ‘ 45,000 .. - $0.95. : g May 28; 2005




-70 -

i oo Exercise.
" Numberof  Price S
Common per Common . Expiry Date
Op‘ tionee s o:Shares ‘ Shane, o Y \:ongtion
,Employees o100 $112 00,.‘;, . March 26 2002
.(other than above 6 mtotal)_‘_ 200 $45.00- ‘ .+ March: 26, 2002
: . ..20500 © $2.40 L. June29,2004
35000 @ 8095 o 5"May28 2005 ‘
Others — Consultants 100,000 $1.90 . April 30 2002
(4 in total) 75,000 $0.95 C T April 30, 2002
L . 75000 8240 . April 27,2004
190000‘ . s095 7 May28,2005

TOTAL: ' " 2,008300°

Optl()ll Exercises and Notional Year End’ Optlon Values'

No options were exercised by Named Exéecutive Officers durmg 2001. The notional value of
unexercised but exerc1sable/unexer01sable optlons at year end is set out in the table below.

,,,,,

AGGREGATED OPTION EXERCISES DURING THE MOST RECENTLY COMPLETED |-
FINANCIAL YEAR AND FINANCIAL YEAR END OPTION VALUES L
SRR . . . Value of
. Securities Aggregate .. Unexercised but Unexercised but
Acquired on Value Exercisable Options Exercisable. Optlons
) ) Exercise “Realized at Year End at Year End (
Name o #) ) S A ® )
William H. Myckatyn | Nil Nl 920,833 Nil
F.John Norman = Nil . Nil 45,000 Nil
Scott M. Bruﬁsdonfz’ o Nil Nl ST 175,000 CONIT
) " Maximum notional value as at December 31, 2001 based upon a year end common stock price of $O 44 per share

) Mr. Brunsdon left: Dayton on October 31, 2001 His optlons expire on: Apnl 30, 2002.
Composntlon of the Compensatlon Commlttee

The Compensatlon Commlttee of the Board is currently comprlsed of three unrelated d1rect0rs
who are Messrs J onathan C. Goodman, Douglas D. Donald a.nd Ms. Catherine McLeod Seltzer
(the Chair).: ; i .

Report on Executive Compensafion

The Compensation Committee is responsible for maintaining the integrity of all compensation
programs and reviewing, and in certain cases recommending modifications to Dayton’s
executive base and annual incentive compensation programs. The incentive plans will typically
be awarded in the form of cash and common stock option grants and are based on competitive
practices of comparable mining companies, and serve to align the interests of the executives with
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those of the Dayton’s Members. The Compensation Committee: also- establishes. levels. of
compensation for executives, and recommends to the Board of Directors the granting of
discretionary common -stock: option and- cash and share bonus awards to certain executwes
senior management and other key employees TRENE R I A T T

In 2001 ‘no optlons were granted to employees ofﬁcers and dlrectors whlle 70 200 opt1ons
expired or .were: cancelled. . A total-of 2,802,000 options may be granted pursuant to.the:1999
Stock Option and: Stock Bonus Plan. -As at December.31, 2001, a total of2,008,300-.option
grants were outstanding. - There:are a total of 310,000 common shares :which are-eligible;to: be
granted under the 1999 Stock Option and Stock Bonus Plan. As at December 3l 2001 a total of
12,750 have been issued, all of which were issued in 2000. oy Do B R

It is' the policy of Dayton to compensate ‘its executive and' senior management employees for
exceptional performance using four forms of remuneration: base salary, incentive- cash or
common share awards, and common stock option grants. Base salary will be determined largely
by reference to market conditions, while annual incentive cash and commort share bonus option
awards will provrde the opportumty for additional, mostly non-cash compensat1on and these
awards will 'miore closely allgn the compensatlon of Dayton s management ‘with' thelr
performance, and’ the overall success “of 'Dayton in’ any given year. Each ual” 1ncent1ve
program provides cash or common share bonuses and common stock option grant targets-based
upon the specific position’s level of responsibility and the position’s influence on the immediate
and sustained growth ;of Dayton, w1th ﬁnal awards detennmed by a mix of 1nd1v1dual
depar“cmental and company performance. :

The Compensann Comm1ttee viewed 2001 as a difficult period for companies in the gold
sector.  Dayton’s performance was also not as desired and as a result no cash or stock bonuses
were granted. : :
The salary policy gu1del1nes annual base salary, incentive cash and option awards for the
President and Chief Executive Officer are established: by the Compensatlon Commlttee and
approved by the Board of Directors. These compensation components are- ‘based on the same
criteria as with other executives of Dayton as described above except- that the Presrdent and
Chief Executive Officer’s compensation package places s1gn1ﬁcantly greater emphas1s upon the

performance of Dayton
\Compensatron of Dlrectors l

Each non- employee drrector of Dayton has recelved in the past.an annual fee of .$10, 000 and
individual board meeting and committee meeting attendance fees of $1,000 and $500
respectively. An additional $1,500 annual fee was paid to non—employee directors who serve as
a committee chair. These fees have been suspended beginning in-January 2002 ‘Directors are
reimbursed for their travel and other expenses incurred in attending board and committee
meetings. - Directors may also, from time to time, 1nv01ce Dayton for professronal serv1ces
rendered to Dayton, at standard billirig rates ‘ L
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Interest of Insiders in Material Transactions

Other than as described elsewhere in this Circular and other than transactions carried out:in the
ordinary course of business of Dayton or any of its subsidiaries, none of the directors. or senior
officers of Dayton, any Dayton Shareholder beneficially owning shares carrying more than 10%
of the voting rights attached to the Dayton Shares, any proposed nominee for election as a
director ' of Daytonr nor "any associate ‘or -affiliate -of the foregoing persons ~had 'since the
commencement ‘of ‘Dayton’s. last financial year any material interest; drrect or 1nd1rect in any
transactlons whrch mater1ally affected or would mater1ally affect Dayton SEE

Management Contracts

- Other than.as described. elsewhere in this Circular, Dayton has not entered into- any management
contracts : : : ‘ Cir

Share Performance Graph

' .The followrng graph compares Dayton s ﬁve year (to December 31 2001) cumulatwe
shareholder return ona $100 1nvestment in its common shares (made December 31 1996) to the
cumulatrve return of an 1nvestment in the TSE 300 Index (“TSE 300”)

s

| Cbmp’af‘at‘i’\'fe Performance =~ [~o—DAYTON]|
o  |—m—TsE300 ||
1 $200 ——
© 850 i N e e L
$0 , . —p———
1996 1997 1998 1999 2000 2001

l)ocuments rIncorporatedby Reference R I A S RS

The followmg documents ﬁled by Dayton w1th the various securltles regulatory authormes in
each of the provinces and territories of Canada and with the SEC, are specifically 1ncorporated
by reference and form an integral part of this Circular:




.73

(a) Dayton’s audited financial statements for the year ended December 31, 2001 and
the auditor’s report thereon, together with Management’s Discussion and Analysis
contamed therem which are attached to this Circular-as Appendlx H and

+(b) .Dayton s Form 20 F for the year ended December 31 2001 ﬁled with the SEC
.+ which s attached to.this Circular as Appendix .- o : Do

Any statement contained in a document incorporated or deemed to be incorporated by reference
herein- shall be.deemed to be modified: or superseded for the purposes-.of.this Circular to the
extent that a statement contained herein modifies or supersedes that statement. Any statement so
modified or superseded shall not be deemed except as.so modified or superseded to constrtute a
part of this: Clrcular » ; : :

The makmg of a modrfymg or supersedmg statement shall not be deemed an admrssron for any
* purposes that the- modified or superseded statement, when made, .constituted a. misrepresentation,
an untrue statement.of a material fact or an admission to:state a material fact that is required to
be stated or that is necessary to make a statement not mrsleadmg in hght of the circumstances in
which it was made. e T SRR ; :

Interest of Certam Persons in Matters. to be Acted Upon
Other than as descrlbed elsewhere in, thrs Clrcular no. person who has been a drrector or semor
officer of Dayton since the beginning of the last financial year, nor any proposed nominee for
election as a director of Dayton, nor any associate or affiliate of any of the foregoing, has any
material interest, directly or indirectly, by way of beneficial ownership of securities or otherwise,
in any matter to be acted upon at the Meetings_,‘ '; ‘o_ther than the election of the directors.

PART IV: THE CON[PANY RESULTING FROM
THE AMALGAMATION '

General o

By operatron of law, upon completron of the Amalgamatlon all of the operatlons assets and
liabilities of each of Pacific Rim-and Dayton w111 be assurned by a'new company - Amalcg - and
each of Dayton- -and Pac1ﬁc Rim ‘will | ‘cease- to exrst Amalco will continue to ‘carry on the
busmess and exploratlon act1v1t1es currently carried on by Dayton and Pacific Rim and conduct
its affalrs in the iordinary course of business. Accordmgly, Amalco will be subject to the'same
risk factors associated with. the current busmess of Dayton and Pacific Rim. Fora discussion of
the ‘business, assets and operatrons of Dayton see “Part III: Information Concerning Dayton” and
Itetn 4 — “Informatron on the Company” in Dayton s Form 20-F attached as Appendix I to this
Circular. For a discussion of the business, assets and operations of Pacific Rim see “Part II:

Information Concerning Pacific Rim”. For a discussion of the risks associated with the business
of Dayton and Pacific Rim see Item 3- “Key Information” in Dayton’s Form 20-F attached to
this Circular as Appendix I and “Risk Factors” under “Part II: Information Concerning Pacific
Rim”, respectively.
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Descrlptlon of Amalco Shares

The share capltal of Amalco w111 consist of 1,000, OOO 000 common: shares w1thout par value, of
which 78,276,794 will be issued and outstanding. The number of Amalco Shares to be issued is,
however, subject to reduction to the extent that-any Dayton Shares or Pacific Rim Shares are
purchased as a result of dissent proceedings under the Company-4ct.: See “Right of Dissent”
under “Part I: The Amalgamatlon

All of the Amalco Shares w111 be fully pa1d and not sub_]ect to-any: ﬁature call or assessment All
of the Amalco Shares will rank equally as to veting rights, participation in a distribution of the
assets 'of Amalco on ‘a liquidation, dissolution or winding-up-of Amalco -and- the entitlement:to
dividends. The Amalco Shareholders will be entitled to receive notice of all shareholder
meetmgs and to attend and vote at such meetings. Each Amalco Share will carry with it the right
to-one vote: There will be nio pre-emptive rights or conversion‘rights; and no right of- tedemption
or repurchase. Provisions for the ‘creation; modification or variation* of the: nghts attachlng to the
Amalco Shares are contamed in the Artlcles of Amalco and the Company Aect. ERECRE

Corporate Structure of Amalco

On the Effective Date of the Amalgamation;all-of the subsidiaries of-each-of Dayton and:Pacific
Rim will become subsidiaries of Amalco, such that the overall corporate structure (excludmg
mactlve subs1d1ar1es) w111 be as represented in the followmg dlagram R S

- AMALCO .

S ('Paaﬁchm Mining Cop.")
(British Columbia, Canada)

160% 100% 100%: 85 270 T b a0 J100%T ) 100%

Pac Rim Cayman Pacific Rim Dayton Mining DMC Cayman Inc. Dayton
{Caymans) Exploration Inc. (U.S.) Inc. {Cayman Islands, Acquisitions Inc.
(Nevada) (Nevada, United BwWi} (British Columtiia; 1§~ -
100%J States) Canada)
| PacRim Cartbotn | AT L“% . . — jL —
S (Caymans) (I L T e T L s L 100%: T SRR proTrx TR |
ISR P SIS SRS | - Jolnt Vérture ., .. ;.- | Andacotio Gold Inc.|-| *~ LaSerenaldc. | . - (| | (8dtishColumbia,: .1
100% ' , (Nevada) " (Cayman islands. (Cayman Istands, Canada)
T torationai - - te BW Lk L BWDL L e — I :
Pj'd"c, Y i
CRimsa : ‘ . 1 0.5%. B T .
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S(chie) | coChie) . f - |- (B Salvedon): J). (Bl Salvadon)
Note ; ,
(1) CMD'i is operatmg under Chﬂean eourt protechon and therefore CM D wrll not be under managenal control of
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Corporate Name and Flscal Year End

Amalco w1ll contmue operatmg under the name “Pac1ﬁc R1m Mmmg Corp » It is currently
anticipated that the Amalgamation will be effective on or around April 11, 2002 and Amalco will
retain Pacific Rim’s year-end of April 30. As such,:it is«anticipatedjthatrthe;.ﬁrst-annual. general
meeting of Amalco will be held no later than October 2002.. Pacific Rim and Dayton intend to
amend the provisions of the Amalgamation Agreement to reflect \these'vchanges, from what..is
currently provided. . ‘ o o : :

Auditors, Registrar and Transfer Agent of Amalco

The auditors of Amalco will be Staley, Okada, Chandler & Scott, Chartered Accountants Sulte
221-20316 56™ Avenue, Langley, British Columbia, V3A 3Y7. The registrar and transfer agent
of Amalco will be Computershare Trust Company of Canada, Z"d Floor, 510 Burrard Street,
Vancouver B.C, V6C 3B9.. . : :

Stock Option Plan and Pro-Eorrna Arnalco Stock Optlons

Each of Dayton and Pacific Rim currently have in place stock option plans pursuant.to.which
options are granted to directors, officers, employees and other eligible individuals. As at
February 26, 2002 there were: 2,008,300 outstanding Dayton Stock Options to purchase up to an
aggregate of 2,008,300 Dayton Shares granted under Dayton’ s Stock Optlon Plan On March 26,
2002, 300 of these options will expire and therefore on the Effective Date there will be 2,008,000
outstanding Dayton. Stock Options. Pursuant to the Amalgamation, these Dayton Stock Options
will be-exchanged for Amalco: Stock Options at a ratio of :1.76 Amalco Stock:Options for-each .
Dayton Stock Option held. As at February 26, 2002 there were 3,299,200 outstandmg Pacific
Rim Stock Options to purchase 3,299,200 Pacific Rim Shares granted under Pacific R1m ]
Incentive Stock Option Plan. - Certain Pacific Rim optionholders have agreed to allow in:the
aggregate 1,168,400 Pacific Rim Stock Options' to' lapse without exercise. The:remaining
2,130,800 outstandmg Pacific'Rim Stock Options will be exchanged for Amalco Stock Options
on the basis of one Amalco Stock Option for each Pacific Rim Stock Option held.

Assummg no further stock Opthl’lS are 1ssued or cancelled by Dayton or Pacrﬁc R1m or exerc1sed
by the optionees prior to the Effective Date of the Amalgamation, there will be outstanding,-as ‘of
the Effective Date of the Amalgamation, 5,664,880 Amalco Stock Options to purchase 5;664,880
Amalco Shares.

Following the Amalgamation, Amalco will adopt Dayton’s Stock Option Plan which, for the
purposes of this Circular, will be referred to as the Amalco Stock Option Plan. All outstanding
Amalco Stock Options previously granted under the Dayton:Stock Option Plan and all future
stock options granted by Amalco will be goveined by the terms of the Amalco Stock Option
Plan. The terms of the Amalco Stock Option Plan will be identical to the terms of the Dayton
Stock Option Plan. For a description of the Dayton Stock Option Plan refer to “Stock Optlon
Plan” under “Part TII: ' Information Concemmg Dayton”. *
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All outstanding Amalco Stock Options previously granted under Pacific Rim’s Incentive Stock
Option Plan will remain governed by the terms of the Pacific:Rim Incentive:Stock Option Plan,
which will remain in force solely for that purpose. No further stock opnons may be granted
under the Pacrﬁc er Incentwe Stock Optlon Plan o

Amalco ‘may grant stock optlons under the Amalco Stock Optlon Plan 1mmed1ately followmg the
Effective Date of ‘the Amalgamanon provided- that, in‘accordance with the rules and policies-of
the TSE, these stock ‘options may not be- exercised-until ‘the Amalco Shareholdets approve an
increase to the maximum number of Amalco Shares reserved for issuance under the Amalco
Stock Option Plan at Amalco’s first annual general meeting.

Shareholder nghts Plan

It is the present intent of Pacific Rim to, ‘subject to approval of the Pacific Rim Shareholders
terminate the Pacific Rim ‘Shareholder Rights Plan on the Effective Date. Accordmgly, Amalco
will not, as at the Effective Date, have a shareholder rights plan in place. The board of directors
of Amalco may, subsequent to the Effective Date, determine to implement a shareholder rlghts
plan for Amalco, subject to the approval of the ‘Amalco Sharéholders. - :

5 R
. EE N

Board of Dlrectors _‘

Following completron of the Amalgamatron the Amalco board of drrectors and management wrll
be as descrlbed in the followmg table RO s

Director -~ No.of

xName,Position and Residence: Principal Occupation or. Employment " -Since': - shares®
WllllamH Myckatyn Chairman, Pre51dent & CEO of Dayton, Effective Date’ =~ 54,3601
“Chairman’ and Drrector June 1998 to present; Director of Pacific’ oo
*Vancouver, - - 'Rim'- Mining :Corp. and ! First Point
‘British ‘Columbra _+» Minerals Corporation; President :and CEO
P -of - Princeton:, Mining . Corporation, from :
,—,'1997t01998 _ I
Thomas C. Shrake Chief Executive Office and Director of Effective Date 77,1009
“Chief Executive Officerand - - Pacific'Rim; February 1997 to present: SPAE ST SR
.Director - ...y ; I TS U F LI SRR e
:Reno, Nevada, U S A T
Catherine A. McLeod-Seltzer President and Director of Pacific Rim, EffectiveDate ~ = 617,500
President and Director February 1997 to present; Director of
“West Vancouver " Francisco Gold " “Corporation, - Corriente '~
“Btitish Columbia ~Resources - Inc., - Miramar  Mining
o C Corporatxon, ‘Silver. -Standard : Resources,
Madison Enterprises Inc. and Eveolution
Ventures Inc
Robert M. Buchan Chairman and CEO of Kinross Gold . Effective Date 17,606,049

Director
Toronto, Ontario

Corporation (a mining company), 1993 to
present.
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Director No. of
(9

David K. Fagin | - _ » Investor; Dire‘cfo‘r_,y President, ‘ Westem ‘_Effect’i\‘/e Date | Nil®
Director Exploration and Development Ltd., 1997 B
Englewood, Colorado to 2000; Director, Golden Star Resources

Ltd. (a mining company), 1992 to present;
Director, Canyon Resources- Corporation ::
(a2 mining, company) 2000 to present;
Director of. various mutual funds of
T.Rowe Price Group, (a mutual fund
company), 1987 to present; Director,
Miranda Mining Company, 2002 to
present. . . v .

Anthony J. Petrina - Chairman and Director of Pacific Rim, Effective Date Nil®
Director ‘ 1997 to present; Director, Miramar
Vancouver, British: Columbia Mining Corp.; January 1995 to present;

Director, TimberWest Forest Corp., June
1997 to present.

F. John Norman ' Controller of Dayton, May, 2000 to N/A CNil?
Controller - ‘ present; Administrative Consultant, 1998 ‘
Vancouver, British Columbla to 2000; Treasury Analyst, Boliden

Westmin (Canada) Limited (a mining
company),: March 1998 to August 1998;
and Treasurer, Westmin Resources
Limited (a mlmng company), 1997 to
March 1998.

Kathryn Church ’ _ Corporate Secretary of Pacific Rim, 1997 ~ N/A v 300
Secretary and Vice- Presrdent to present. ‘ ' S ‘

" Administration

, Vancouver, British Columbia -

Notes

(0

@
®)

@

(5)
(6)
M
-(8)
®)

Excludes options to purchase 880,000 common shares at $1.36 per share, 330, 000 common shares at $1 06 per share
616,000 common shares at $0 54 per share 60 000 common shares at SO 88 per share and 111 000 common shares at $0 29

-per sharé;

Excludes options to purchase 200;000 common shares at $0. 88 per share and 387, 000 common shares at $0 29 per share
Excludes .options to purchase 88, 000 common shares at $1.36 per share, 35, 200 common shares at $0. 54 per share 2()0 000
common shares at $0.88 per share and 441,000 cornmon shares at $0.29 per share.

Mr. Buchan is a director and executive of Kinross Gold Corporation’ which will dxrectly own:17,606,049 shares of Amalco.
Excludes options to purchase. 88,000 common shares at $0.54 per share.

Excludes options to purchase 88,000 common shares at $1.36 per share and 35,200 common shares at $0.54 per share.
Excludes options to purchase 60,000 common shares at $0.88 per share and 109,000 common shares at $0.29 per share.
Excludes options to purchase 79,200 common shares at $0.54 per share.

Excludes options to purchase 6,000 common shares at $0.88 per share and 53,000 common shares at $0.29 per share.

This information is furnished by the individual directors and officers. Presented on a pro-forma basis.
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Pro Forma Consolldated Capltallzatlon

The followmg table sets forth the pro forma capltahzatlon of Amalco after giving effect to the
Amalgamation and the transactions contemplated pursuant thereto as if the Ama]gamatlon had
occurred on December 31, 2001.. : »

This table should be read in conjunction with the Pacific Rim and the Dayton consolidated
financial statements (including the notés thereto) attached to this Circular in Appendices G
and H, respectively, and the pro forma unaudited ﬁnan01al statements (including the notes
thereto) attached to this Circular in Appendlx F.

The number of shares of Amalco was determmed as follows:

. Dellar .- |-
, : Amount ; |
e - Exchange © Amalco’ . | (in thousands
Company Number, of Shares: i Ratio Shares of USS)
Pacific Rim shares 23,498,600 1forl ' 23,498,600 $2,780
Dayton shares 31,123,974 1 for 1.76_ ‘54,778,194 ) ${5}3»,81,0‘ R
Totals 78,276,794 $56,590 -

RESPONSIBILITY FOR INFORMATION

-Pacific Rim has provided the information contained in this Circular concerning Pacific Rim prior
to the Amalgamation including, its business, assets and operations, including the information
incorporated be reference, its financial information and financial statements. Dayton has
provided the information contained in this Circular concerning Dayton prior’ to “the
Amalgamation including, its business, assets and operatlons including the 1nformat10n
incorporated by reference, its financial information and financial statements. . All pro-forma
information in this Circular relating to Amalco following the Amalgamatlon has been supphed
by both Dayton and Pacific Rim.

Pacific Rim assumes no respon51b111ty for the accuracy or completeness of 1nf0rmat10n
concerning Dayton; nor for any omission on-the part of Dayton to disclose facts or events which
may affect the accuracy of any such information. Dayton assumes no respon51b111ty for the
accuracy or completeness of information concerning Pacific Rim, nor for any omission on the
part of Pacific Rim to dlSClOSG facts or events which may affect the accuracy of any such
1nformat1on \
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CERTIFICATION OF PACIFIC RIM

The undersigned hereby certify that the contents and the sending of this Circular to the Pacific
Rim Shareholders has been approved by the Pacific Rim Board. To the extent that the foregoing
relates to Pacific Rim, the foregoing contains no untrue statement of material fact and does not
omit to state a material fact that is required to be stated or that is necessary to make a statement
not misleading in the light of the circumstances in which it was made.

DATED at Vancouver, British Columbia on February 28, 2002.

“Thomas Shrake” “Catherine McLeod-Seltzer”
Thomas Shrake, Catherine McLeod-Seltzer

Chief Executive Officer Chief Financial Officer

CERTIFICATION OF DAYTON

The undersigned hereby certify that the contents and the sending of this Circular to the Dayton
Shareholders has been approved by the Dayton Board. To the extent that the foregoing relates to
Dayton, the foregoing contains no untrue statement of material fact and does not omit to state a
material fact that is required to be stated or that is necessary to make a statement not misleading
in the light of the circumstances in which it was made.

DATED at Vancouver, British Columbia on February 28, 2002.

“William H. Myckatyn” “F. John Norman’
William H. Myckatyn, ' F. John Norman
Chief Executive Officer Controller




APPENDIX A

| Dayton Shareholders Resolution Relating to
Approval and Adoption of Amalgamation Agreement

BE IT RESOLVED AS A SPECIAL RESOLUTION THAT:

1.

the amalgamation agreement dated January 8, 2002 and made between Dayton Mining
Corporation (“Dayton™) and Pacific Rim Mining Corp. (“Pacific Rim”) pursuant to section
248 of the Company Act (British Columbia) (the “Amalgamation Agreement”) be and is

hereby approved and adopted,; '

any one director or one officer of Dayton be, and is hereby authorized, empowered and
instructed, acting for, in the name of and on behalf of Dayton, to execute or cause to be
executed, under seal of Dayton or otherwise, and to deliver or to cause to be delivered, all
such documents, agreements and instruments and to do or to cause to be done all such other
acts and things as such one director or one officer of Dayton shall determine to be necessary
or desirable in order to carry out the intent of this resolution and the matters authorized
thereby, such determination to be conclusively evidenced by the execution and delivery of
such document, agreement or instrument or the doing of such action or thing; and

notwithstanding the passage of this: resolution by the members of Dayton, the board of
directors of Dayton, without further notice to or approval of the members of Dayton, may
decide not to proceed with the amalgamation of Dayton and Pacific Rim pursuant to the
Amalgamation Agreement (the “Amalgamation”) or may revoke this resolution at any time
prior to the completion of the Amalgamation.




APPENDIX B

Pacific Rim Shareholders Resolution Relating to
Approval and Adoption of Amalgamation Agreement

BE IT RESOLVED AS A SPECIAL RESOLUTION THAT:

1. the amalgamation agreement dated as of January 8, 2002 and made between Pacific Rim
Mining Corp. (“Pacific Rim”) and Dayton Mining Corporation (“Dayton™) pursuant to
section 248 of the Company Act (British Columbia) (the “Amalgamation Agreement”) be and
is hereby approved and adopted,

2. any one director or one officer of Pacific Rim be, and is hereby authorized, empowered and
instructed, acting for, in the name of and on behalf of Pacific Rim, to execute or cause to be
executed, under seal of Pacific Rim or otherwise, and to deliver or to cause to be delivered,
all such documents, agreements and instruments and to do or to cause to be done all such
other acts and things as such one director or one officer of Pacific Rim shall determine to be
necessary or desirable in order to carry out the intent of this resolution and the matters
authorized thereby, such determination to be conclusively evidenced by the execution and
delivery of such document, agreement or instrument or the doing of such action or thing; and

3. notwithstanding the passage of this resolution by the members of Pacific Rim, the board of
directors of Pacific Rim, without further notice to or approval of the members of Pacific Rim,
may decide not to proceed with the amalgamation of Dayton and Pacific Rim pursuant to the
Amalgamation Agreement (the “Amalgamation”) or may revoke this resolution at any time
prior to the Amalgamation becoming effective.




APPENDIX C

Amalgamation Agreement

THIS AGREEMENT made as of the 8" day of January, 2002.
AMONG:

DAYTON MINING CORPORATION, a corporation organized
under the laws of the Province of British Columbia (“Dayton”)

PACIFIC RIM MINING CORP., a corporationorganized under
the laws of the Province of British Columbia (“Pacific Rim”)

WHEREAS Dayton and Pacific Rim wish to amalgamate and continue as one
corporation under the provisions of the Company Act (Brmsh Columbla) and in accordance with
the terms and conditions hereof. :

NOW THEREFORE THIS AGREEMENT WITNESSES THAT in
consideration of the covenants and agreements contamed herem the partles hereto ‘agree as
follows: : :

ARTICLE I
INTERPRETATION

1.1 Deﬁmtlons In this Agreement, the following words and terms shall have the
followmgmeamngs . R P PRI £ S L S S N

“Acqulsmon Proposal” means any inquiries or proposals regardmg any: merger,
- amalgamation, takeover b1d sale of substantlal assets sale of treasury shares or similar
transactmns - P S :

“Amalco” or “Corporatlon” means the corporatlon contmumg ﬁom the Amalgamation
of the Amalgamatmg Corporatlons

: “Amalco Shares” ‘means the common shares w1thout par value in the capltal of Amalco

“Amalco Stock Optlon Plan” means the stock optlon and stock bonus plan of Amalco,
to be adopted by Amalco following the Amalgamation, which plan, subject to Exchange
approval, shall be on substantially the same terms as the Dayton Stock Option Plan.




2.

“Amalco Stock Options” means opt10ns to purchase Amalco Shares issued pursuant to
section 2.11;

“Amalgamation” means the amalgamation of the Amalgamating Corporations provided
for in Article 2;

“Amalgamation Agreement” or “Agreement” means this Amalgamation Agreement
and includes the Schedule attached hereto;

“Amalgamating Corporations” means Dayton and Pacific Rim and “Amalgamatmg
Corporatlon” means either of them as the context may require; -

“BCCA” means the Company Act RS. B C. 1996 c. 62 as enacted or as the same has
been or may from time to time be amended or re-enacted; s

“Board” or “Board of Directors” means the board of directors of Amalco

“Certificate of Amalgamatmn” means the Cert1ﬁcate of Amalgamatlon issued pursuant
to the BCCA with respect to the Amalgamation;

., “Court” means the Supreme Court of British Columb1a

“ “Da tOll Common Shares” means the Common shares WlthOUt ar value ll’l the ca 1tal Of
Dayton

‘-«;,“Dayton Informatlon ercular” means the 1nformat10n mrcular of Dayton prepared. in
connection with the Dayton Meetlng, mcludmg the exhibits thereto; .

“Dayton Meeting” means the annual and extraordinary general meeting of the members
of Dayton at which this Agreement and the ‘Amalgamation are to be approved by a
Spec1al Resolut10n

“Dayton Stock Optlon Plan” tneans the stock optlon and stock bonus plan of Dayton
dated April 28, 1999, as amended, under which Dayton Stock Opt1ons and stock bonuses

-~ areissued from time to- tlme 3

“Dayton Stock Optwns” means OpthIlS to purchase Dayton Common Shares issued
from time to time under the Dayton Stock Optlon Plan and exchangeable in accordance

oo with.section 2. 115,

“Diablillos Property Agreement” the agreement made as of November l, 2001 under

-, which Pacific Rim agrees to sell:its indirect interest in its Diablillos silver-gold:project to

Silver Standard Resources Inc. through the sale of Salta Gold Ltd and Pamﬁc Rim
'*Mlmng Corporatlon Argentma S.Aj; I S

“Effectlve Date” or “Effectlve Date of the Amalgamatlon” means the date set forth in
the Certificate of Amalgamation;
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“Exchanges” means the TSE and the Amerrcan Stock Exchange

“Flnal Order” means the order of the Court approvmg the Amalgamatlon under Sectlon
249 of the BCCA

“Memorandum and Artlcles of Amalco” means the memorandum of association. and
articles of Amalco in the form attached hereto as Schedule A

“Ordinary Resolution” has the meanmg set forth 1in the BCCA

“Pacific Rim Common Shares” means the common shares wrthout par value in the
capital of Pacific Rim; Do

“Pacific Rim Information Circular” means the information circular of Pacific Rim
prepared in connection withthe Pacific Rim Meeting including the exhibits thereto;

““Pacrﬁc Rim Meetlng” means the specral meetmg of the members of Pacrﬁc er at
which this Agreement and the Amalgamatlon are to be approved by a Spe01al Resolution;

i

“Pacific le Stock Optlons” means optlons to purchase Pac1ﬁc er Common Shares
issued from time to time prior to the date hereof and exchangeable in accordance with
_ _.sectlon 2.11; v : o

“subsidiary” and “subsidiaries” have the meanings ascribed to them in the BCCA;

“Superror Proposal” means an unsohcrted bona f de wrxtten Acqu1s1t10n Proposal whrch
the board of directors of the party receiving such proposal determines in good falth aﬁer
consultation with its financial advisors would, if consummated in accordance with it

. terms, result in a transaction more favourable to the members of the party receiving the
vf,‘proposal than the transactron contemplated by thrs Agreement

i R
4 IRt T

- “Trustée” m'eans‘Computer;shar"e' Trust'Combaﬁy of Canada:'and e
“TSE” means The Toronto Stock Exchange.

1.2 Interpretatlon Not Affected. by Headmgs, etc The d1v1sron of thrs Agreement
into articles, sections and paragraphs and the insertion of headmgs are for convenience only and
shall not affect the construction or interpretation of this Agreement. The terms “this
Agreement”, “hereof”, “herein” and “hereunder” and srmrlar expressions refer to this Agreement
and not to any particular article, section, paragraph or other portion hereof and include any
agreement or instrument supplementary or ancillary hereto '

1.3 Number, etc. Words 1mportmg the singular number only shall include the plural
and vice versa, words importing the use of any .gender shall include all genders and words
importing persons shall include individuals, partnershlps associations, trusts, unincorporated
organizations and corporations and vice versa.
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14 BCCA Defined Terms. Anv word or term used.in this Agreement which is
defined in the BCCA and not otherwise deﬁned herein shall have the same rneamng herein as in
the BCCA. : - o

1.5 Schedules. The following Schedules are annexed hereto and form an integral part
hereof: o 3 R _ ‘ o ‘

Schedule A — Memorandum and Articles of Amalco
Schedule B — Pacific Rim Stock Options
Schedule C - Dayton Stock Options

ARTICLE II
AMALGAMATION

2.1 g Agreement to' Amalgamate. The Amalgamating Corporations. agree to
amalgamate under the provisions of the BCCA and contmue as one corporatlon upon the terms
and condrtlons herernaﬂer set forth

22 Name, The name of Amalco shall be “Pacific Rim Mmlng Corp.” as approved by
the Reglstrar of Compames for Bntlsh Columbla pursuant to sectlon 247 of the BCCA

2.3 Memorandum and Articles. The Memorandum and Articles of Amalco, as
approved in writing by the Registrar of Companies for Bntlsh Columbla pursuant to section 248
of the BCCA, are annexed hereto as Schedule A.

24 - Registered and Records Office. The registered and records office of Amalco,
until changed in accordance with the provisions of the BCCA and the articles of Amalco, shall
be P.0. Box 49314, Sulte 2600, Three Bentall Centre 595 Burrard Street Vancouver British
Columbla, V7X 1L3 '

2.5 Directors. The number of d1rectors of Amalco, until changed in accordance with
the provisions of the BCCA and the articles of Amalco shall be determined at six directors. The
full name, resident address and occupation of the first directors of Amalco shall be as follows:

Name Address . - Occupation
Catherine McLeod-Seltzer = 6945 Hycroft Road | . Busines_spers_on
o " West Vancouver BC . ‘
' V7W 2K6 ’
Thomas C. Shrake .~ 80 Yellow Pine Circle ~ ~ Businessperson
I S Reno, Nevada USA - o
89511 ‘ ‘
William Myckatyn ~ ~ 1002-1099 Marinaside Cr. Businessperson

Vancouver, B.C.
V6Z 273




Name © Address - - Occupation

Robert Buchan Co e 181 Teddingfon'Park‘AVenué Businessperson -
Toronto, ON BT '
M4N 2C7

David Fagin 33 Glenmoor Drive Businessperson
Englewood, CO USA
80110 .

Anthony Petrina 307 - 1311 Beach Avenue Businessperson
w4 Vancouver,BC U T et i
VO6E 1Y6

The first directors shall hold office until the first annual genetal meeting. of ‘the ‘members of
Amalco or until such earlier time when successors are elected or appointed in accordancé with
the provisions of the BCCA and the articles of Amalco.

2.6 Directors To Continue Operations. The directors set forth in' section 2.5 shall
carry on and continue the management and operation of Amalco in such manner as they shall
determine, subject to and in ‘accordance with the articles of Amalco and"the provisions of the
BCCA. R T

2.7 " Officers. "The full names, resident addresses ‘and “Ofﬁqfé‘s‘(‘c’)f the ‘ofﬁ‘cers' of

Amalco, until others are appointed in their place, éhal'l beas follows; "
Name **  Address 7 Office

William Myckatyn 1002-1099 Marinaside Cr. -~ Chairman =
Vancouver, B.C.
- "V6Z;2‘ZS ‘ » ’
Catherine McLeod-Seltzer = -~ 6945 Hycroft Road © .~ ."President "= = =
R R T L RATE West-Véncouver,~BCf¢ I N T L
‘ o o VIW2K6 e ‘ ‘
Thomas CShrake .« 80 Yellow Pine Cirele - Chief Executive Officer . -
cioo o e cRenog Nevada USA- - e et e
L 8951E |
Kathrjrn Church o ‘ 14614 87A Ave . | Sechféry and V1ce-Pres1dent
- Surrey,B.C.. ., .. - . Administration - L
V3S 6M5




Name w0 Address _ .+ Office
F.JohnNorman..- - ... - 5497:Monte Bre Crescent - Controller
West Vancouver, BC ..+
V7W 3Bl
2.8 Financial Year End. The financial year :‘envd;'of Amalco, until changed by the

directors of Amalco, shall be December 31%in each year.

2.9 Flrst Annual General Meetmg The ﬁrst annual general meetmg of Amalco
shall be held in the month of April, 2003, or earlier.

2.10 Share Exchange. The manner in which Pacific Rim Common Shares and Dayton
Common Shares shall be. exchanged for.shares .of Amalco under the Amalgamatron shall be as
fOHOWS T O E P U S ot : 1 : o : ;S

(a)  each issued and outstandrng Pac1ﬁc er Common Share shall be exchanged for
.., --one Amalco Share; and - " N ‘

(b)each 1ssued and outstandmg Dayton Common Share shall be exchanged for 1 76
Amalco Shares. e

211 .-Option Exchange. The outstanding Pacific. Rim Optrons and Dayton Stock
Optrons shall be exchanged for Amalco Stock Optrons in, the same. manner Aas. prescribed. for
* shares in section 2.10, such that on the Effective Date Amalco will issue an aggregate of
2,130,800 Amalco Stock.Options to the holders of Pacific Rim Stock Options in the amounts set
forth in the attached Schedule B, and a total of 3,534,080 Amalco Stock Optrons to the holders of
Dayton Stock Options:in:the:amounts set forth in Schedule C:. T T T

2.12 Pacific Rim Transmittal Letters Forthw1th after the Effective Date, Amalco
shall cause the Trustee to send (by first class mail) to each person who was a holder of Pacific
Rim Common Shares:immediately prior to the Effective Date at his -address shown' on Pacific
Rim’s register of members, a transmittal letter specifying the number of Amalco Shares the
person is entitled to pursuant to the Amalgamation and shall request those persons to, and they
shall, surrender for cancellation the share certificates representing their Pacific Rim Common
Shares held immediately priorito the Effective Date: As ithe certificates representing Pacific:-Rim
Common Shares together with properly completed transmittal‘letters are received, Amalco shall
cause the Trustee to mail (by first class mail) the certificates representing the Amalco Shares to
which such person is entitled. Until such surrender and exchange, the certificates representing
Pacific'Rim Conimon Shares held by each such holder:shall be evidence of such member’s ‘or
holder’s right to be registered as a member or holder of Amalco Shares.

2.13 Dayton Transmittal Letters. Forthwrth after the Effective Date, Amalco shall
cause the Trustee to send (by first class mail) to each person who was a holder of Dayton
Common Shares immediately prior to the Effective Date at his address shown on Dayton’s
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register of members, a transmittal letter specifying the number of Amalco Shares the person is
entitled to pursuant to the Amalgamation and shall request those persons: to, and they shall,
surrender . for cancellation the share certificates representing their Dayton Common-Shares held
immediately prior to the Effective Date.. As the certificates representing Dayton Commen: Shares
together with properly completed transmittal letters are received; Amalco shall cause: the Trustee
to mail (by first class mail) the certificates representing the Amalco:Shares to which:such-pérson
is entitled. Until: such surrender and exchange, the. certificates representing Dayton: Cominon
Shares held by .each.such holder: shall- be -evidence of such member s or holder S: rlght to. be
regrstered asa member or holder of Amalco Shares: P o G

2 14 Cancellatlon of Umssued Shares The umssued shares of each of the
Amalgamatmg Corporatrons shall not be exehanged for shares:of Amalco , :

2 15 Fractlonal Shares Upon Amalgamatlon no fractronal Amalco Shares wrll be
1ssued and any fractronal Amalco Share resulting from the applrcatron of the exchange set nt;\rn
section 2, 10 wrll be rounded down to the nearest whole share wrthout payment of any

consrderatron or, compensatlon in respect of such. fractlonal share

216 7 nghts and Obhgatlons of Amalco - From the 5 Effectlve Date f the
Amalgamation, the Amalgamating- Corporatlons shall'be amalgamated and shall be continued as
one corporation under. the name and with: the Memorandum and Articles: of Amalco. Amalco
shall be. selzed of and shall hold and. possess all the property, rlghts and mterests and. shall be
subject to all the debis, liabilities and obligations, of each of the. Amalgamatmg Corporatlons
including all deeds of trust and mortgages, debentures, guarantees and other securities heretofore
issued by each of the Amalgamating:: Corporations and the members of each of the
Amalgamating Corporations shall be bound. by :the:terms of this Agreement. The rights of
creditors against the property, rights and assets of the Amalgamating Corporations and all liens
upon:their respective- property; rights and assets, shall be unimpaired. by.the -Amalgamation, and
all. debts, contracts; liabilities- and duties: of each of the: Amalgamatmg Corporatlons shall
henceforth attach to Amalco and:may be enforced-against it. R Tt

2.17 Legal Proceedings. No action or proceeding by or against either of the
Amalgamating Corperations shall abate -or be affected by:the:Amalgamation but. for all;purposes
of such action:or proceeding such Amalgamating .Corporation:shall be deemed still to exist or -
Amalco may:be.substituted in such action orproceeding in:the place.thereof.’. .-/

218 ~Adoption;of Agreement. This Agreement shall be subject to the condition that it
be: approved .by:ieach ‘of: the Amalgamatmg Corporat1ons in. :the manner required by
section. 248(4) ofthe BCCA R T 1 N P R L

2 19 Further Assurances Each of the Amalgamatmg Corporatlons shall execute and

'such acts as are necessary o des1rab1e to glve full force and effect to the provisions and intent of
this. Agreement. : ; :

2.20 Applicaﬁons' to Court. If this Agreement is adopted by each of the
Amalgamating Corporations as required by the BCCA and by this Agreement, the
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Amalgamating Corporations shall, within the time provided in section:249 of the BCCA, jointly
apply to the Court for the Final Order. In the application to the Court, the Court will be informed
that its approval of this Agreement and the Amalgamation will' serve as -the ‘basis:for-an
exemption from the registration provisions of the United States Securities ‘Act of 1933, ‘as
amended (the-“1933-Act”).: Notice of the time and place: of the hearing of the:Court application
shall be given to each member of the Amalgamating Companies, together with each-holder of
Pacific Rim Stock Options ‘and Dayton Stock Options, and any other holder of rights to:acquire
Pacific' Rim' Common: Shares:or Dayton Common Shares, advising them:that they have-the right
to appear at the hearing. In determining whether to issue the! Final Order, the Court will:be
required to consider the fairness of the terms and conditions contained herein and the rights and
interests of every ‘person: ‘affécted:” Any ' person’ who considers  this ‘Agreement orthe
Amalgamation unfairly préjudicial to him' shall-have the right to apply to'thé Court to have'the
Court consider his posrtron and the Court may issue an order prohibiting the Amalgamation or
such “other order as’ the Court considers “appropriate.  In addition] any ‘member of” the
Amalgamatmg Compames “who drsapproves of the’ Amalgamatron shall have ‘the" nght ‘in
accordance with Sections 249 and 207 of the BCCA, 'to give notice of drssent ‘to "the
Amalgamating Company of which it i§ 4 member and to have his Pacific Rim Common’ Shares
or Dayton Common . Shares, as the case may be, purchased by Amalco 1f the Amalgamatmg
Compames elect to proceed wrth the Amalgamatron

221" Effectlve Date of Amalgamatron The Amalgamatlon provrded for’ herem will
be effectrve as' of and from the earhest moment of trme on the date all reqursrte documents are
ﬁled wrth the Regrstrar of Compames .

ARTICLE I
COVENAN TS

3L Covenants of Pacrﬁc er Pacrﬁc er covenants and agrees wrth Dayton that
prior to the Effective:'Date it :shall- do, take or perform or:refrain~from ‘doing, taking. and
performing such actions and steps as may be necessary or advisable to ensure compliance with
the following:

“iay o ‘it?:will-“*notr‘take, any-action’ which. might,. directly:-or indirectly, interfere or be
© '+ inconsistent ‘with - er:-otherwise:: adversely - affect:the~ completion: iof -the
Amalgamation and, without limiting the generality-of the foregoing, ity % =~

+ (i) - willnot; directly or-indirectly, through:any officer,  director, employeg,

=w representative or-agent of Pacific Rim or any of its subsidiaries; solicit ot

encourage (including by way of furnishing information ‘or -entering’ into
any form of agreement, arrangement or understandmg) the initiation of

_ *-an"Acquisition Proposal involving Pacific'Ritn or'any of its sub31d1ar1es
ook provided “that nothing ' contained inthis elause 3.1(a)(i) or-any - other
R S “provision of this- Agreement-shall prévent the board of directors-of
Pacific Rim from considering, negotiating, approving and récommiending
to the members of Pacific Rim a Superior Proposal;
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(i)  will carry on its business in, and only in, the ‘ordinary course in
substantially the same manner as heretofore conducted and, to the extent
consistent with such business, use all reasonable efforts to preserve intact
its present business organization, licences and permits to the end that its
goodwill and business shall be maintained,; -

(i) will not declare any dividends on or make any. othe_:,r‘ distributions in
_ respect of its outstanding shares, and will not-amend.its memorandum or
articles; ‘ _

- (iv)  will not issue, authorize or. propose the issuance of; or purchase or

- propose the purchase of, any of its shares of any class or securities

~convertible into or rights, warrants or options to acquire any such shares

or other exchangeable or convertible securities, other than the issue of

_shares. pursuant to the exercise of the presently  outstanding options
described in section 4.3; S :

(V) . will not, without the prior ‘written consent of Dayton, sell, transfer,
assign, convey.or otherwise dispose of or create. any .encumbrance on or
allow the sale, transfer, assignment, conveyance or disposition of or
creation of an encumbrance on any of its,asse,ts;: e o

(vi)  will not acquire or agree to acquire any assets or acquire or agree to
S acquire by amalgamating, merging or consolidating with, purchasing
substantially all of the assets of or otherwise, any business or any
corporation, partnership, association or other business. organization or
~division thereof: : :

L (vii) ., other than as contemplated herein, will not alter the compensation,
*.. . benefits or retention plans or arrangements currently in place (including
rights upon termination) of any of its officers or employees and will not

enter into any new employment or management contract;

| :: (vi'i:i)‘ . will not guarantee the payment o‘f‘.indébtedn‘es.s,qr.: incur indebtedness for
T additional borrowed money or issue any debt securities; and

(ix)  will not disclose to any person, other than its officers, directors, key
~ employees and professional advisors, confidential information relating to
the other parties to this Agreement except: information disclosed in the
Pacific Rim Information Circular; required to be disclosed by law; or

- otherwise known to it or the, public; '

(b) if it receives any Acquisiﬁon Proposal referréd to in clause 3.‘1 (a)(i’) or an enquiry
with respect thereto, it will promptly notify Dayton in writing of all relevant
details relating thereto; ‘




o) -

- i _desirable to ensure the successful implementation -of ‘the Amalgamation and,
+ without limiting the ‘generality of the foregoing;: it will use its best efforts to
~.ensure that the Pacific:Rim Information Circular and:related documentation to be
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it will use all reasonable efforts to-do all acts and things as may be necessary or

distributed in connection with:the solicitation: of proxies by its management for
the Pacific Rim Meeting shall comply as to form and substance with the

++'requirements of the laws of all applicable jurisdictions and, without limiting the

3.2

»+ generality of the' foregoing, shall provide the members to which such documents

are sent with information in sufficient detail to permit them to form a reasoned

judgement concerning the matters before them, and that the information and data

telating to it contained thérein and provided by it for inclusion in the Dayton

*Information Circular, shall be true, correct and complete in all material respects

' ‘and shall not contain any untrue statement of ‘any taterial fact or omit to state any
“‘material fact requrred to" be' stated ‘therein’ or necessary in order to make the
" 'statements therein not misléading i in hght of the crrcumstances in which they were

made; and

it will use ‘all reasonable efforts'to cause each of the conditions precedent set forth

o 'm Artlcle 5 whrch is wrthm 1ts control to be comphed wrth

Covenants of Dayton. - Dayton covenarts and agrees wrth Pacific Rim that prior

to the Effectrve Date:

i(a):

vUdegame  manner s’ heretofore conducted and, to the extent consistent with such

(d)

Tt wrll not, - drrectly oF 1nd1rectly, through any.-- ofﬁcer drrector employee,
' representative or agent of Dayton: or any-of its subsidiaries, solicit or encourage
. (including by way of furnishing: information” or: entering into any form of

agreement, arrangement or understanding) an Acquisition Proposal involving
Dayton or any of its subsidiaries, provided that nothing contained in this

" paragraph 3. 2(a) or other provision of this Agreement shall prevent the board of

directors of Dayton from ‘considéring,” negotlatlng, approvmg and recommending

“to the members of Dayton a Superror Proposal

it w111 carry on its bus1ness in, and only in, the ordrnary course in substantially the

business, ‘use' all - réasonable éfforts- to preserve intact its present business
organization, hcences and perm1ts to the end that 1ts goodwrll and business shall

f be marntamed

it will not, without the prior writteni’ consent of Pacrﬁc Rim, sell, transfer, assign,
“convey or otherwise: dlspose of of create any encumbrance on or allow the sale,

transfer, assignment, conveyance or disposition of or' création of an encumbrance
on any of its assets other than as provrded for in the Compama Mrnera Dayton
credrtors plan -

it will not, without the prlor written consent of Pacific Rim, acquire or agree to
acquire any assets or acquire or agree to acquire by amalgamating, merging or

* consolidating with, purchasing substantially all of the assets of or otherwise, any
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- -business:’ or :any corporation, partnershlp, assocranon ‘or other business
“organization or division thereof;. & oo

- (e) “uit.will not disclose to any-person; other than its officers; directors; key employees
.+ 7+ -andiprofessional advisors, confidential information: relating to:the-other parties to -
this Agreement except: information disclosed in any documentation disclosed to
Dayton members in connection with obtaining the Dayton Members’ Approval;
" required to be disclosed by law; or otherwrse known to 1t or the public;

(H it will use all reasonable efforts to do all acts and thmgs as may be necessary or
# desirable €0 ‘ensure the' successfiil implementation: of the Amalgamation and,
©=iowithout limiting the generality of the foregoing it will use its best efforts to ensure

" that the' Dayten Information Circular and related- docunentation to be distributed
““in"connection with ‘the solicitation’ of proxies’by'its'thanagement for the Dayton
-Meetmg shall comply as to form and 'substance ‘with the requirements of the laws
<of-all applicable jurisdictions, and, without:limitirig'the: generallty of the foregoing
.“shall provide the members' to-which' such ‘documents-aré sent with information in
o Usuffieient detail to- permit them'‘to’ form a réasoned’ judgement concerning the
- iatters ‘before them; and that the information and datd relating to it contained

“thereing -and provided' by it for 1nclusron ‘it thé Paeific Rim Information Circular,

~ “shiall be ‘true; ‘correct and completc in’ all matenal ‘respects and shall not contain

any. untrue: statément of any -material - fact:or ‘omit tovstate any material fact
requlred to be stated therein or necessary in order to make the statements therein
P ‘not mlsleadmg 1n llght of the mrcumstances 1n whlch they were made; and

CROE)T wrll use all reasonable efforts to cause each of the condmons precedent set forth
AR | Art1cle 5 wh1ch is w1th1n 1ts control to be comphed w1th

| ARTICLE IV
e REPRESENTATIONS AND WARRANTIES

4.1 vMutual Representatlons and Warrantles of Dayton and Pacrﬁc le Each of Dayton
and Pacific: Rim represents :and-»warrants: to..and- in" favour. - of; the: other::as follows and
acknowledges that the other 18 relymg upon such representat1ons and warrant1es i

it st duly orgamzed and vahdly ex1st1ng under the BCCA and has the corporate
power: toown .or. lease-its property: and.assets-and.to:‘carry ;on:business as now

conducted; byf it, and is duly licenced. or. qualified.as; -an:extra-provincial or foreign

. corporation-in -each. jurisdiction, in which the; character of the property and assets

--now:owned by-it or the nature-of the business:as now: conducted;by it requrres it to
be so licenced or qualified; ST

o vowa(b)r at has the corporate power -and.authority to. enter into-this, Agreement and, subject
oo s otor obtaining cthe  requisite approvals contemplated hereby, to perform its
: obllgatlons hereunder ” . Lo :




(©

(d)

(©)

‘ (D
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this Agreement has been duly executed and delivered by it-and constitutes a valid
and binding obligation of it enforceable against it in accordance with its terms;

the execution and delivery of this Agreement by it and the completion of the
Amalgamation have been duly authorized by its board of directors and do not and
will not: - ; , :

(i) result in ‘ the breach of, or violate any term or provision of its
memorandum or articles;

(i)  conflict with, result in the breach of, constitute a default under, or
- accelerate or permit the acceleration of the performance required by, any
agreement, instrument, licence, permit or authority to which it or any of
its subsidiaries is a party. or is bound, or result in the creation of any
encumbrance upon any of its or-any of its subsidiaries’ assets under any
such agreement, . instrument, licence, permit or authority, or give to
others any. interest or right, including rights' of purchase, termination,
.cancellation or acceleration, under any such agreement, instrument,
licence, permit or authority, where such. conflict, breach, default,
~acceleration, creation or giving would have a material adverse effect on
it or any of its subsidiaries or could reasonably be expected to prevent or
matcrially hinder the completion of the Amalgamation; or

(iii) v1olate or contravene any provmon of any apphcable law or regulation
or any judicial or administrative award, judgment or decree where such
violation. or. contravention would hayve.a material adverse effect on it or
any of its subsidiaries or could: reasonably. be expected to prevent or
materially hinder the completlon of the Amalgamation;

its financial statements with respect to Dayton as at,and for the nine month penod
ending September 30, 2001 and, with respect to Pacific Rim, as at and for the six
month period ended October 31, 2001, are complete: and accurate in all ‘material
respects and present fairly its consolidated financial position and the results of its
operations as of such dates. and throughout such periods in accordance with
Canadian generally accepted accounting principles consistently applied, it has no
material liabilities (contingent or otherwise) which are not fully reflected in such

‘statements in accordance with Canadian generally accepted accounting principles,

and ‘all legal proceedings against it which are required in accordance with the

‘Canadian generally accepted accounting principles to be reflected in its financial

statements - have ‘been properly reflected therein “in accordance with such
principles; :

its and each of its subsidiaries’ books of account-and other records, whether of a
financial nature or otherwise, have been maintained in accordance with prudent
business practices in all material respects, and its and each of its subsidiaries’
minute books are true and correct and contain the minutes of all meetings and
resolutions of their respective directors and shareholders;
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+(g) - r each of'it and its subsidiaries isnot:: ~ © i 7 S T (i)

. oy n .
st soent o R e

4 CEFS D g

(i)  in breach or violation of any of the provisions of its memorandum or
Sl et t articles or similar constating documents, ‘where such breach or violation
would have a material adverse effect oni it:or: any-of its subsidiaries; or

- (i) in‘breachor violation of any of the terms or provisions of, or in default
under, any indenture, mortgage, deed of trust, loan agreement or other

- agreement:(whether written ‘6r’otal) or insttument to: which it or any of

“ “its subsidiaries is a party or by which i’t"’(if‘anyquits subsidiaries is bound
Ve e " or to which any of their respective propertiés or assets are subject or any
Ve e statute’ or‘any g’of('ier;':ru-k: ‘or: re‘QiilaﬁQﬁ of ‘arny“court or government or

* -governmental agéncy: or :au'th"o‘rfitﬂ"~ héiiiﬁg? jurisdiction over it or any of its
. subsidiaries or any of their respective properties or assets, where such
~'“breach; violation’ or'default’ has.or may "ha‘i"‘v"e‘ a material ‘adverse effect on
. itorany of its subsidiaries; ' 11

Tacciene.

except” as - disclosed in - writing ‘to”thé “othet ‘Party”prior to the date of this
Agreement, there are: |

R A A

i ¥ R PSS i
e HERE() - ng actions,: *sﬁit‘s';“'p"rO‘éeéd‘i'r?fgs”-”’o‘r?im"/?éfs’t'igat‘loﬁs commenced or, to its

knowledge, contemplated ‘ot ‘threatened against' or affecting it or any of
L _its subsidiaries before or by any governmental department, commission,
e Bqard;i'Bﬁiéaui""cbﬁft;$'agéhé'i';x arbitrator orflns&mnén}allty, domestic or

pe sy e r
r l

fos SR S I S e IR UL TR A SRIGI N
- foreign, of-any'kindyand = " e e S

B A 1 T 7 ‘its’knowledge; no existing’ facts or’ condmons which may reasonably
be expected to be a proper basis for any actions, suits, proceedings or
_Investigations,

FER R E T N

’Wﬁiéﬁ‘fiﬁf‘dﬁy"‘qas‘ej"cc?)iil‘d“preveﬁt'gér“‘maiierié'll" hinder' the completion of the

" Amalgamation’or which could'have 4 material #vérsa effect on Amalco;

¥
s Y

i) *""J; f'a131>*sijﬁﬁl;iéffﬁlvings"‘iﬁééie:‘65]"&% under*apphcableCa‘nad an disélosure laws, when
(b state'atly material fact required'to be statéd théréin of necessary in order to make
7 the'statements' made theréin not misleading in Tight f the circumstances in which

_was not disclosed in such public filings and which if publicly disclosed would
t,"condition or state of facts

taken'together, do not ontain any uritrue $tatement of ' material fact or omit to
they were made and, in particular; o matérial ‘fact exists on the date hereof which
7 “réflect that an adversé maferi [, change (or an even

whlch mlghtreasonably have been exi)ected to glverlseto any such change) had
occurred in the assets, liabilitiq$,__ bu'sin‘ésjs? operat

) ionis “or capital of it and its

" subsidiaries taken as'a whole; < <
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@ since September 30, 2001 with: respect to Dayton, or October 31, 2001 with
respect to Pacific Rim, it and each of its present subsidiaries:
‘ (1) ';‘:‘..has‘a:not amended.\i‘ts:-z memofandum

~or articles or similar constating
- i.documents; i s Sih e o

1.+ o o (ii): . -has conducted its business in the ordinarycourse of business;

PR

, ‘-: (111) hasnothada materlal ad‘\"ér‘sc,c'héng‘e,fmanc:ial or otherwise (or any

. ..event, condition- or state of facts which may. reasonably be expected to
., ..give rise to such ;ch‘a,nge),v in its assets; liabilities, business, operations or

. capital,. excluding any such change; event, condition or state of facts
resulting from changes in general economic conditions;

....has ‘riot;,iiﬁa‘cl“cfé‘i‘x‘iy change in.its accounting principles and practices as
theretofore applied including, without. limitation, the basis upon which
its or any of its subsidiaries’ assets and liabilities are recorded on its
. .. books and its earnings and profits and losses are.ascertained; and,

(v)  has not declared, paid or set aside for payment any dividend or
e ., distribution. of any. kind in respect of its outstanding shares, nor made
W . any repayments of share capital;. . = . oo

| (k) o 10 ltsknowlgdge, exceptto the ;'e:x‘tiénf.théi_t anyv1olat10n or other matter referred to

in this paragraph does not have a material adverse effect on it:

i), it and each of its. subsidiaries is not in violation of any environmental
T g TR e Ay

it and each of its subsidiaries has‘65évré't‘édﬁi{s‘5usiness at all times and
., has received, handled, used, stored, treated, shipped and disposed of all
., contaminants without violation of applicable environmental laws;

there have been no spills, releases, deposits or discharges, of hazardous or

toxic substances, contaminants or wastes which have not been rectified
.. or are in the process of being rectified-on. any of the real, property owned
by it or any of its subsidiaries or under its control or the control

. or leased by it or any of its
 of any of its subsidiaries; and ...

it and ‘each of its subsidiaries holds all material licences, permits and
ppiovals tequired under any applicable environmental laws in
o action with the’ operation of its and cach of its subsidiaries’

" businesses and the ownership and use of its and each of its subsidiaries’
assets, and all such licences, permits and approvals are in full force and
effect;

4] it and each of its subsidiaries has duly and in a timely manner filed all tax returns,
elections, filings and reports required to be filed by it in all applicable
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- Jurisdictions-and has paid:all taxes, levies assessments,: reassessments, penalties,
- interest:.and. fines due.-and;;payable by. it on:the basis of. such. tax-returns - or
demands from taxation authorities; ER ARSI e 0T a0 by e

wrnins(m). o provisions has: “been: ‘made,in-accordance. with- ‘Canadian . generally: - accepted
;- | saccounting:principles, :.»in:f-its,_*:ﬁnancial’fstatements;»referge,dr:;to_ein;p‘a.ragraph 4.1(e)

i for all taxes,:governmental .charges: and:assessments, wheéther: relating to income,
seati salesy real o,rgpe,rsonalf'property,‘zor;:';o;her,s;types, of taxes;: government charges or
uaiassessments, including ‘interest-and. penalties thereon;payable in respect of its
S busi;nes'ss‘olaasscts;»»: L S ORI : )

there are no material actions, suits or other proceedings or claims. in progress or,
to its knowledge, pending or threatened against it or any of its subsidiaries in
-respect;of any taxes, governmental charges or assessments.and,-in particular, there
112 are.no; currently outstanding material. Teassessments;; or written: enquiries which
- -have been:issued ior :vraised»byé7anyr;gove,1z’nmentalsfauthoﬂtygMr.,el'ati'ng to any such
-1 taxes;: governmental .chargesy,and- assessments; : and;;there areino outstanding
-agreements .or waivers.extending the statutory pperiod:of: limitations applicable to
any tax return for any period; Plgsrey B

"\v

sen 2n(@) ;e it-and: €achsof its subsidiaries: has:withheld: or .collected and remitted all amounts
“nse crequired to be withheld or:collected-and remitted; by it .in-réspect. of -any; taxes;
governmental charges or assessments, and has{»rece,ivgd, mno.indication -or:notice of

any sort from any governmental authority to the contrary;

T
¢ omes

bk op) it :Aand;each:xof;.i;t:_s,ifsubsi‘diaries;‘:maintains in effect_;bus,in’ess;.:cpr_operty and liability
wLT L insuranee:dn connection with its'assets -and-business; and:liability. insurance with
oo arespect to-claims for. personal. injugy,,:deathua’nd€b.u_sin,ess¥%and{-,;liability insurarce

+ with:respect:to: claims; for personal-injury; death.or property: damage in relation to

-+ the operation- .of . its . business, : all :with:-responsible: and- reputable insurance

“:companies:in such-amounts and:with such: deductibles}r-,a_si,are;:_customary in the
case of similar companies; e EEE

i

:allinformation: furnished ~by,.it :for-inclusion.:in. the;:Pacific: Rim Information
w1 Circularor-Dayton Information- Circular: will be, -as: ofithe; earlier of the date it

. ipurports-;to; ~be:;,%giVen:-and;;fthEsf:dqte_; of the:PacificiRim Information Circular or
= Dayton:Information Circular; as-the case may be;:true-and-complete in all material
FRETENc: réSpects;and"will.:containgno_:misrepresgntation;.uf

() it has not been notified of “ér‘ly“&efe‘luli of a'ny.reuc'iuirement of securities and
-+ swcorporate: laws, regulations;:orders, notices and policies; in.any-of the provinces in -

-whichiitiis areporting-issuer; and : - .. . .

«.48) . other than has as been disclosed to the other party. prior to the,date hereof, it has
not incurred any obligation or liability, contingent or otherwise, for brokerage
fees, finder’s fees, agent’s commissions or similar forms of compensation with
respect to the transaction contemplated herein. ‘
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Representations and Warranties of Dayton. Dayton represents and warrants to

and-in' favour of Pacific Rim as follows and acknowledges that Pacific R1m is relylng upon such
representations and warranties: i v

l(a):?.‘

i and

’;'?,p{b)t

4.3

Dayton’s -authorized capital'is comprised ‘of  1,000,000,000- Dayton ‘Common

.- Shares‘and: as ‘of the date of this: Agreement, there are issued and outstanding

(1) 31,123,974 Dayton Common Shares, and (ii) 2,008,300 Dayton Stock Options
- to'purchase: up to an aggregate ‘'of 2,008,300 of Dayton Common Shares which
- have not been exercised. - The issued and outstanding Dayten Common Shares

have been validly authorized and issued and are outstanding as fully paid and
non-assessable and the Dayton Stock Optrons have been duly and vahdly granted

as of the date of this Agreement there are no outstandmg options, warrants or

“rights to acquire, or securities convertible-into-or exchangeable for, any shares in
‘the: capital of Dayton, other than:the options identified: in. paragraph 4.2(a), and
‘there are mo- agreements, - commitments, ‘understandings: or- restrictions which

require Dayton to-issue, sell or deliver any shares in 1ts cap1ta1 stock except under
this Agreement. SR SHULL IR

" Representations and Warranties: of ‘Pacific Rim. . Pacific Rim represents and

warrants'to and in favour of the other parties as follows and acknowledges that the other parties
to this-agreement are relymg upon such representatlons and warrantles ''''' L

Pacific R1m s authorized capltal 1S comprrsed of 100 000 OO() Pacific Rim

- Common Shares ‘and as of'the:date of 'this - Agreement there are issued and
~outstanding " (i) 23,498,600 - Pacifi¢: Rim ‘Common - Shares; iand (ii) 3,299,200
‘Pacific Rim Stock ‘Options to: purchase Pacific' Rim Common-Shares which have
‘not:been" exercised.  The ‘issued and outstanding Pacific Rim"Common Shares
~~have been validly -authorized and issued and'are -outstanding as’ fully paid and
- non-assessable and the' Pacific'Rim Stock Optlons have beeni duly and validly

granted;

as of the date’of ‘this - Agreement,’ there :areé-no-outstanding options, warrants or
- rights to'acquire, or securities convertible‘into or exchangeable for, any shares in
-+ the capital ‘of Pacific Rim or any of-its’ subsidiaries otherthan the Pacific Rim

- Stock:- Options ‘identified inparagraph 4.3(a)," and ‘there are ‘no agreements,

commitments, understandings or restrictions which require-Pacific Rim or any of

rts subs1d1ar1es to issue, sell or dehver any shares in 1ts caprtal stock

@

except as dlsclosed in writing to Dayton prior to: the date of" thrs Agreement it and
each of its subsidiaries does not have any-employment contracts, whether written
or oral, which cannot be terminated without cause by it upon giving such notice as

- ‘may be required by law and w1thout the payment of any bonus damages or

penalty,




©

..

. ..50,000:shares of a nominal or par value of US$1.00 each, ,offwhi,ch one share is

(2

RO

"' liens, charges or other encumbrances and no’ person has-any
~ otherwise, to acquire thé isstied or unissued Shares of Internati
- v - [ Loy . R T 2 S P BRI D
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the authorized capital of Pacific Rim Exploration Inc. is comprised of 25,000

~shares with no par value, of which one share is issued and outstanding and Pacific
- -Rim is the registered and beneficial shareholder of such share, free-and clear of all

liens; charges or other encumbrances and- no-person has any right, contingent or

- ..otherwise, to acquire the issued or unissted. shares rof Pacific.Rim Exploration

Inc; - :

| fhe éuthorized capitél of .‘Pac Rim Cé}“lman.is cdfﬁprised of ,US$50,000 divided

into 50,000 shares of a nominal or par value of US$1.00 each, of which two 3]

+ . shares are‘issued and outstanding and Pacific Rim is the registered and beneficial
-shareholder of such. shares, ‘ free and . clear of - all’ liens, ‘charges or -other
~ encumbrances and no person has any right, contingent or otherwise, to acquire the

issued or unissued shares of Pacific Rim Cayman; i - -
the authorized ‘Lcapi»tdl of Pac 5Rim,Céribe lis..: compnsed of US$50,QOO divided into

issued and outstanding and Pac Rim Cayman is the : registered- and beneficial -
shareholder of such share, free and clear of all liens, charges or other

issued.or unissued shares of PacRim Caribe; .1

~encumbrances and no person has any right, contingent or iotherwise, to acquire the

the authorized capital of Pac Rim ‘Caribe III is comprised of US$50,000 divided
into 50,000 shares of a nominal or par value of US$1.00 each, of which two.(2)
shares are issued and outstanding and Pac Rim Cayman is the registered and -

‘beneficial shareholder of such’ shares; free and-¢leir of: all liens; charges or other

encumbrances and'no person has any right, contingent or otherwise; to acquiré/the
issued or unissued shares of Pac Rim Caribe I, '

 the authorized - capital - of - International - Pacific ‘Rim S.A. is: comprised of

$1,839,696 Pesos of Argentina‘divided into 1,839,696 non endoisable nominative ‘
common shares, with a nominal value of one Peso each, of which 1,839,696

~ shares’ are'issued’ and outstanding ‘'of which Pac Rim' Caribe HI'is the registered |

and beneficial shareholder of 1,838,996 ‘of such shares and Jorge R. Brito is the ,
registered and beneficial shareholder of 700 of such shares, free and clear of all

] Sofi has' any right, contingent or
onal Pacific Rim

_the authorized capital of Minera Pacific Rim S.A. de ?,C.(V:.d_i_S comprised of - E

~ $50,000 Mexican Pesos divided into 50,000 shates of a nominal or par value of
- 31.00 Mexican Peso each, of which 50,000 sh

_ | ‘ 0,000 ares are issued and outstanding, of
which Pac Rim Caribe is the registered and beneficial shareholder of 49,998 of
such shares, Catherine MecLeod-Seltzer and Thomas C. Shrake; are the registered

‘and beneficial shareholdérs of one of such shares.each; all free and clear of all

liens, charges or other encumbrances and no person has any right, contingent or
otherwise, to acquire the issued or unissued shares of Minera Pacific Rim S.A. de
CV.; ' :
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*- the- authorized «capital of Minera Pacific Rim' Peru S.A.C. .is comprised of
.1:8/.12,000 divided into 12 shares with-a par value of - $/.1,000:each, of which 12
'.shares. are: issued . and' outstanding .and: Pac' Rim. Caribe .is the:registered and
-« beneficial -shareholder-of ‘11 ‘of  such:shares and Albrerto. Musso Vento is the
-registered and beneficial shareholder of one such share, free and-clear of all liens,

charges or other encumbrances and no person has any right, contingent or
otherwrse to acqurre the 1ssued or umssued shares of Mrnera Pacrﬁc er Peru

HBAG e e

R

5.1

the authorrzed caprtal of Exploradora Pacnm Peru S:A. C -is. comprised of
. :8/:12,000.divided into 12 shares. with a par value of S/.1;000 each, of which 12
- shares. are-issued:and. outstanding: and Pac Rim: Caribeis the registered and

beneficial shareholder of' 11 ‘of:such shares and:Albrerto Musso Vento is the
registered and beneficial shareholder of one such share, free and clear of all liens,

~charges or - other “encumbrances ‘and ‘no ‘person’ has -any ‘right, contingent or
~+ otherwisé, to acqurre the 1ssued of umssued shares of" Exploradora Pacrim Peru
SAC and T T S U R o . T R BT PR =

o

_,the Drabhllos Property Agreement has been executed and the transactions

contemplated thereby were:completed on December 14, 2001....

v a0 CARTICLE Vi
CONDITIONS PRECEDENT

Mutual Condmons The respectlve obhgatlons of the partres to consummate the

Amalgamatron shall be subject to the satrsfactron of the followrng condrtrons

@

"Q(dlf

the Amalgamation and th1s Agreement shall have been approved by the members

-~ ofieach of the Amalgamating Corporations by.a-Special Resolution in accordance
coonen ewithe the BCCA. and the Court shallhave. made the Final Order;.
: | (b) chere shall not be 1n force any order or decree restralmng or enjoining the
e b _Ji-consummatron ofthe Amalgamatron Sl e e
o .V,authorlzatrons requlred or necessary m connectron wrth the transactions
"contemplated herein on terms and conditions reasonably satlsfactory to the

the Amalgamatmg Corporatrons shallihave obtalned all consents approvals and

Amalgamatmg Corporatlons

the Exchanges shall have condrtronally approved the hstlng of the Amalco Shares
. tobe lssued to the holders of Dayton.. Common Shares and Pacrﬁc Rim Common

Shares the hstlng of the Amalco Shares 1ssuab1e under the Amalco Stock Option
Plan, and the issuance of Amalco Stock Optlons to the former holders. of Pacific
Rim Stock Optrons and. Dayton Stock Opttons in accordance with section 2.11,

", subj ect to complrance wrth the usual requrrements of the Exchanges and
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there shall not be in force any cease trade orders'by any regulatory body or any
- other impediment to the: general free tradabrhty of the Amalco Shares to be issued
upon the Amalgamation:. ; IR : v

(i)  in Canada by Canadian residents who are not affiliates (as such term is

- used:in. the 1933:Act) of:Amalco, Pacific Rim or; Dayton: other than any

. ‘restrictions. imposed under :Provincial securities: legislation relating to

sales of securities from the holdings of * control persons market
preparatlons and consrderatron payments and R C

(u) in’ the Unlted States subject only to any: restrrctlons 1mposed by Rules
";'144 and 145 under the 1933 Act relating; to resales by “affiliates” of
Amalco Pacrﬁe er or Dayton

The foregorng condrtlons precedent shall be: for the mutual beneﬁt of the partres and may not be
waived in whole or in part unless waived by each of them. N R A

52

..Other: Conditions.- . The: obligation:: of 'the : parties. to:::consummate the

Amalgamatron is subject:to the satisfaction,:on:or :before the Effective: Date -of :the :following
conditions-precedent (which .conditions’ precedent: are' hereby acknowledged: to:be:inserted for
such party’s exclusive benefit);:any-of which:may be warved by it: wrthout preJudlce to- 1ts rlght to
rely on any other condition precedent: S L TR I DA VR it

Ce (a) : :;,
- . performed on or before the Effective:Date pursuant to the.terms:of this Agreement
shall have been duly observed or performed by the other party,

®

each of the:covenants; acts and -undertakings: of the other:party. to be observed or

the other party shall have furmshed it wrth certtﬁed ooples of the resolunons duly

passed by the directors of the other party and by the members of the other party
approving this Agreement;- : ped i,

»theirépres‘ent’ati‘ons“»andt‘warranties of the other party ‘contained in’ Article 4 hereof
- . shall be'true and corréct'in -all material respects- immediately prior to the Effective

Date with the same effect as though'such representations and warranties had been
made at and as of such time and each party shall have received a certificate from
the other party to-that effect, dated the day preceding the Effective Date, signed

- by a semor ofﬁcer of such party and it shall have no knowledge to the contrary,

(d)

from the date of this Agreement to the Effectlve Dite,’ there shall not have

o :,occurred any material adverse change (or any event, condrtron\ or state of facts
. which may reasonably be" expected to grve rrse to any suc ch
o habrhtres busrness operations or caprtal of the other party;

()

: nge) in the assets

“thiere . is no ‘action’'prior to the Effectrve Date- by any person 1ncludmg ‘a

governmental or regulatory authority, that tesults in a material adverse change in
the affairs of the other party or the required approval of a governmental or

: '7 regulatory authorrty or any court not bemg obtarned




()

(@

(h)

®
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all agreements shall have been entered into or consents obtained}so as to ensure
that the completion of the transactions contemplated hereby does not constitute,
with notice or lapse of time or both or otherwise, an event of default by any of the
partles

: the other party shall have ﬁ,trmshed 1t w1th a legal opinion from Canadian counsel

in form and content satrsfactory to the party and its. counsel acting reasonably;

| Dayton and Pamﬁc le shall have each completed their respective due diligence

on the other party and their subsidiaries to each of Dayton and Pacific Rim’s
satisfaction, acting reasonably, provided that this condition shall be removed or

- waived by each of Dayton and Pac1ﬁc Rim, on-or before January 31, 2002;

the other party shall have fumrshed 1t w1th a certlﬁcate of a senior officer of such

.party certifying that the representations and warranties: of that party are true and

correct as of the Effective Date;

Conditions-for the Benefit of Dayton. The obligation of Dayton to complete the

transactions: contemplated hereby is subject to-the satisfaction, on.or before the Effective Date, of
the following conditions precedent (which conditions precedent are hereby acknowledged: to be
inserted for Dayton’s exclusive benefit), any of which may be waived by it without prejudice to
its rights to rely on any other condition precedent: - , o

@

®)

- holders of not more than 5% of the issued and outstanding Pacific Rim Common
- Shares shall have exercrsed rights of dissent in relation to the Amalgamatron

Pamﬁc R1m shall have entered mto an agreement w1th each employee of Pacific
R1m prov1d1ng for: :

(i) ‘the termmatron of the employee’s employment or

- (it)..  the continuation of the employee’s employment with Amalco following

. .the Amalgamation - (including a waiver of - any change of control
;- provision in any employment agreements) :

. all on.terms satisfactory.to Dayton,‘aCting reasonably; and

o

~ than the current liabilities of Pacific Rim. -

54

at the Effective Date, the current assets of Pacific Rim shall be equal to or greater

,Condltrons for the Benefit of Pacxfic le The obl1gatlon of Pacific Rim to

complete the transactions contemplated hereby is subject to the satisfaction, on or before the
Effective Date, of the following conditions précedent (which conditions precedent are hereby
acknowledged to be inserted for Pacific Rim’s exclusive benefit), any of which may be waived
by it without prejudrce to its rrghts to rely on any other condition precedent:

(2

holders of not more than 5% of the issued and outstanding- Dayton Common
Shares shall have exercised rights of dissent in relation to the Amalgamation;
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.(b)  Dayton: shall have: entered into an agreement with each employee of Dayton
providing for:

' (1). - the termination of the employee s employment or .
(i1) the continuation of the employee 5. employment with. Amalco following
the Amalgamation (including a waiver of any change of control
. prov1s1on in any Dayton employment agreements). -, '

,all on terms satlsfactory to Pacxﬁc R1m actmg reasonably, and

. (c). . . at the Effective Date the current assets of Dayton shall be equal to-or greater than
the current liabilities of Dayton

: .+ . ... ARTICLE.VI . ..
MEMBERS’ MEETINGS AND APPROVAL

6.1, . . .. :Dayton Meeting. Dayton shall mail notice:to its members,.in accordance with
the BCCA and ‘applicable securities: laws,, of the Dayton Meetmg and. shall .together. with its
dlrectors and Jofficers, use its reasonable, best: efforts 1o ensure that the requlred members’
approval is obtamed R L A LV S f; o ‘

62 ~ Pacific Rim Meetmg Pacific Rim shall mail notice to its members in
accordance with the BCCA and applicable securities laws, of the Pacific Rim Meeting and shall,
together with its.directors. and ofﬁcers use. its reasonable. best efforts to ensure that the required
members’ approval is obtained. - '

S TRTAI NS FEL N F R TR

: ARTICLE VII Lt
AMENDMENT AND TERMINATION OF THIS AGREEMENT

'walve any

_ vmaccuracres or modlfy any representatlon contamed hereln or in any
o documen dehvered pursuant hereto ‘

(b)  waive compliance with or mod1fy any of the covenants herein contained and
waive or modify perfonnance of any of the obligations of the parties hereto; and

() Hamend this Agreement in aocordance with or to comply w1th the directions or
o requlrements of any regulatory author1ty

If" any’ amendment agreed upon would, in the opinion of management of the parties with the
advice of their respective legal counsel, constitute a materially substantive change hereto
requiring notice to and authorization of their respective members, notification thereof shall be
given to their respective members and the date of the Pacific Rim Meeting and the Dayton
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Meeting may -be postponed ' accordingly in-order: that' such: approval mlght be sought and
obtained.

7.2 Termination. -Notwithstanding the approval of this Agreement by the members
of either of Dayton or Pacific Rim, at any time before the 1ssuance of a Certificate of
Amalgamatron th1s Agreement may be termmated R

(a) by any party upon.notice to the other- partles in the event that any condition set
forth in Article 5 becomes incapable of being satisfied and the party or parties for
whose benefit the c¢ondition is included does not-waive such condition;

(b): by any party upori notice to the other parties in the event that the Amalgamatlon
does not become effective on or before April 30,:2002; or

(©) by mutual agreements of the partles w1thout further actlon on the part of the
members of any ‘of thie parties. - EETE S

737 & Termination in the Event of Supenor Proposal ' Either Pacifi¢ Rim or Dayton
may terminate: this Agreement at any 'timé prior to' the Effective Date if its board of directors
have accepted ‘or approved; or recommendéd dcceptance ‘or‘approval to its respectwe members
of, a Superior Proposal but only if, prior to such termination, the party terminating’ the
Agreement pays to the other party, 1n 1mmed1ate1y avallable funds an amount equal to
US$250 OOO ' .

7.4 Relmbursement of Fees and Expenses Prov1ded each of Dayton and Pamﬁc
Rim obtain their respective members’ approval, each party shall pay its own direct and indirect
costs and expenses paid or incurred by that party in connection with the Amalgamation,
including without limitation, all fees and” xpenses “for financial advisors, legal counsel and
accountants (collectrvely, ‘the' “Expenses”) “If both Dayton. and Pacific Rim fail'to obtain their
respective members’ approval the Expenses paid or incurred by both partres in connection with
this. Agreement will be shared equally by, both partres If cither Dayton or Pacrﬁc Rim fails to
obtam its respectrve members approval (that ’ rty t0 be referred to as. the “Defaultlng Party”)
and “the “other party ‘obtains its * members’ ‘

pprbVal (that party to be referred to as the
“Non- Defaultmg Party”), the Defaultmg ‘Party shall immédiately reimburse’ ‘the Non- Defaultmg
Party for all of the Expenses paid or incurred by the Non-Defaulting Party. The Non-Defaulting
,Party shall, as soon as practicable after a request by the Defaultlng Party for an estimate of such
Expenses provide a calculation and summary of the same to the Defauiting Party.

"ARTICLE VIIT :
" NOTICES

81 "Addr‘esses Any notlce whlch may be requxred to be g1ven pursuant to any
provision of this Agreement shall be given or ‘made in writing and may be given by personal
delivery, courier or electronic, facsimile transmission,, .in each case addressed to the recipient as
follows: : ,




.23.

(@) mthecaseofDayton to .

Su1te2393 S R LTI U .
P.O. Box 49186

- 595 Burrard: Street '
‘Vaneouver, British Columbia .. S I (IS B I
V7X 1K8 : J T O TS T R A E AU PO U RS ST ST
Attention: President and Chief Executive Officer
F aCSImlle (604) 684—1329

(b) in the case of Pamﬁc R1m to

. #860 =625 Howe' Street
- Vancouver, B.C. b
L V6C 2T6 e
Attention: Thomas C. Shrake
Fac51m11e (604) 689 1978

or such other address as may be designated by notice by any party to the others. Any such notice
shall be concluswely deemed to have been glven and received on the day of actual delivery
thereof.

"'AR’TICLE IX
GENERAL

91 Binding Effect. This Agreement shall be binding upon and enure to the benefit
of the parties and their respective successors.

9.2 Assighment. No party may assign its rights or obligations under this Agreement
without the prior written consent of the other parties.

9.3 Equitable Remedies.  All representations and covenants herein as to
enforceability in accordance with the terms of any covenant, agreement or document shall be
qualified as to applicable bankruptcy and other laws affecting the enforcement of creditor’s
rights generally and to the effect that specific performance, injunction or other equitable
remedies are at the discretion of a court of competent jurtsdiction and may not be available.
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9.4 Merger. It is understood and agreed that the execution of this Agreement and the
issuance of a Certificate of Amalgamation shall cause a merger of all other agreements made
between the Amalgamating Corporations relating to the Amalgamatlon

IN WITNESS WHEREOF this Amalgamatlon Agreement has been duly
executed by the parties hereto as witnessed by the.signatures of their proper ofﬁcers in that
behalf, on the day and year first above written. ,

DAYTON MINING CORPORATION

By: - “William Myckatyn”
William Myckatyn . . o
Pre51dent and Chlef Executlve Officer

PACIFIC RIM MINING CORP.

Thomas C. Shrake
., »Chief Executive Officer




SCHEDULE “A” .
MEMORANDUM
of

PACIFIC RIM MINING CORP.

'The name of the Company is Pacific Rim Mlnmg Corp.

The authorized capital of the Company cons1sts of 1,000,000, 000 Common shares
without par value.
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COMPANY ACT
_ ARTICLES
of

- PACIFIC RIM MINING CORP.

ARTICLE 1
INTERPRETATION

1.1 . Deﬁnmons/lnterpretatlon In these Artlcles unless there s somethmg in ‘the
subject or context inconsistent therewith: ST ar

“Board” and the “Directors” or the “dlrectors mean all the dlrectors or sole
director of the Company for the time being; :

- “Company Act’ means the Company Act of the Province. of British Columbia as
- from. .time. to time enacted and all amendments thereto and includes the
regulations made pursuant thereto; - o S

“seal” means the common seal of the Company,
- month” means calendar month;

“proxyholder” means the person duly nominated by the registered owner to
represent him at the meeting and includes the duly authorized representative of a
corporation which is the registered owner; : .-

reglstered owner” or “reglstered holder” when used wrth respect to a share in
_the authorized capltal of the Company means the person reglstered in the register -
of members in respect of such share. :

Expressions referring to writing shall be construed. as Including references, to
pnntlng, llthography, typewriting, photography and other modes of representmg or reproducmg
words in a visible form.

: Words importing, the smgular 1nc1ude the plural and v1ce versa and words
1mportmg male, persons_include female _persons. and words 1mportmg persons shall mclude
corporations. :

1.2 o Defimtrons in the Company Act. The meanmg of any words or phrases defined
in the Company Act shall, if not inconsistent w1th the subject or context, bear the same meamng
in these Articles.

1.3 Interpretatwn Act. The rules of construction contamed in ‘the Interpretation Act
(Bntlsh Columbia) shall apply, mutatis mutandis, to the 1nterpretat10n of these Articles. )




ARTICLE IT
SHARES AND SHARE CERTIFICATES

2.1 Member Entitled to Certificate. Every member is entitled, without charge, to
one certificate representing the.share or shares of each class held by him; provided that, in
respect of a share or shares held jointly by several persons, the Company shall not be bound to
issue more than one certificate, and delivery of a certificate for a share to one of several joint
registered holders or to his duly authorized agent shall be sufficient delivery to all; and provided
further that the Company shall not be bound to issue certificates representing redeemable shares,
if such shares are to be redeemed within one month of the date on which they were allotted. Any
share: certificate may be sent through the mail by registered prepaid mail:to-the ‘member entitled
thereto, and neither the Company nor any transfer agent shall be liable for any loss occasioned to
the member owmg to any such share cert1f1cate SO sent bemg lost in the ma11 or stolen

2.2 Replacement 0f Lost or Defaced Certlficate If a share certlﬁcate

< (d) - is worn out or defaced; the Directors shall; upon production:to them of the said
o0 certificate andupon' such other terms, if any, as they think fit, order the said
certificate to be cancelled and shall issue a new certificate in lieu thereof;

(b) is lost, stolen or destroyed, then, upon proof thereofito the satisfaction of the
Directors and upon such indemnity, if any, as the Directors deem adequate being
given, a new share certificate in lieu thereof shall be issued to the person entitled
to such lost, stolen or destroyed certificate; or

(¢) * ‘represents more than one share and the registered owner thereof surrenders it to
the Company with a written request that the Company issue in 'his name two or
more certificates each representmg a specified number of shares and in the
aggregate representmg the “same number of ‘shares ‘as the certificate so

* surrendered, the Company shall cancel the cettificate so surrendered and issue in
lieu thereof certificates in accordance with such request. =~

Such sum, “not excéeding ¢ one dollar, as the Directors’ may from tlme to time ﬁx shall be pald to
the Company for each certificate to be issued under this Article. = ‘ »

23 Execution of Certificates. Every share certlﬁcate shall be 31gned manually by at
least one officer or Director of the Company, or by or on behalf'of a reglstrar branch reglstrar
transfer agent or branch transfer agent of the Company and any additibnal 51gnatures may- ‘be
printed or otherwise mechanically reproduced and, in such event, a certificate so signed is as
valid as if signed manually, notwithstanding that any person whose signature is so printed. or
mechanlcally reproduced shall. have ceased to hold the office that he is stated on such certlﬁcate
to hold at the date of the issue of the share certificate.’ ’

24 Recognition of Trusts. Except as required by law, statute or these Articles, no
person shall be recogmzed by the Company as holdlng any share upon any, trust, and the
Company shall not be bound by or compelled in any way to recognize (even when having notice




thereof) any equitable, contingent, future or partial interest in any share or in any fractional part
of a share or (except only as by law, statute or these Articles provided or as ordered by a court of
competent jurisdiction) any other rights in respect of any share except an absolute: rlght to the
entirety thereof in its registered holder. ~ , :

25. . Form of Share Certrficate The form of share certiﬁcate for any class of shares
of the Company shall be in the form approved by the Directors:from time to.time. o

 ARTICLE IIT
ISSUE OF SHARES

3.1 Authority of Directors. Subject to Article 3.2 and to any direction to the
contrary contained in a resolution passed at a_general meeting authorizing any increase: or
alteration of capital, the shares shall be under the control of the Directors who may, subject to.the
rights of the holders of the shares of the Company for the time being outstanding, issue, allot, sell
or otherwise dispose of, grant options on or otherwise deal in, shares authorized but not
outstanding, and outstanding. shares held by the Company,- at such times, .to such persons
(including any of the Directors), in such manner, upon such terms and conditions; and at such
pnce or for such consideration, as they, in thelr absolute dlscretlon may determine.

3.2 Pre-Emptive Rights. If the Company is, or:becomes;.a:company which is not a
reporting company and the Directors are required by the Company Act before allotting any shares
to offer them pro rata to the members, the Directors shall, before allotting any shares, comply
with the apphcable prov1srons of the Company Act. : T :

33, Commlssmns and Brokerage Subject to the prov1s1ons of the Company Act the
Company, or: the Directors on behalf of the Company; may pay a commission or allow: a discount
to any person in consideration of his subscribing or agreeing to subscribe, whether absolutely or
conditionally, for any shares in the Company, or procuring or.agreeing to procure subscriptions,
whether absolutely or conditionally, for any such shares, provided that, if the Company is not.a
specially limited company, the rate of the commission and discount shall not in the aggregate
exceed 25 per centum of the amount of the subscr1pt1on price of such shares :

34. : Condltlons of Issue No share may be 1ssued unt1l it 1s. fully pa1d and the
Company shall have received the full consideration therefor in-cash, property or past services
actually performed for the Company. The value of property or services for:the purpose of this
Article shall:be an amount determined by. the: Directors to: be, in. all circumstances. of . the
transaction, no greater than the fair market value thereof » o o

ARTICLEIV
- SHARE REGISTERS

4.1 Registers of Members, Transfers and Allotments The Company shall keep or
cause to be kept a register of members, a register of transfers and a register of allotments within
British Columbia, all as required by the Company Act; and may combine one or more of such
registers. If the Company’s capital shall consist of more than one class of shares, a separate




register of members, register of transfers and register of allotments may-be kept in respect of
each class of:shares. . The Directors on behalf of the Company may appoint a trust company to
keep the register of members, register of transfers and register .of allotments or; if there is:more
than one class of shares, the Directors may appoint a trust company, which need not be the same
trust company, to keep the register of members, the register of transfers and the register of
allotments for each class of shares. The Directors on behalf of the Company may also appoint
one or more trust companies, including the trust company which keeps the said registers .of its
shares or of a class thereof, as transfer agent for its shares or such class thereof, as the case may,
be, and the same or another trust company or compames as registrar for its shares or such class
thereof, as the case may be. The Directors: may ‘terminate the appointment of any such trust
company at any tlme and may appomt another trust company in 1ts place

4.2 = - ‘" Branch Register of Members. Unless prohlblted by the Company Act; the
Company miay keep or cause to be kept one or more branch regrsters of members at such place or
places as the Dlrectors may from tlme to trme determme ' / e

4.3 No Closmg of Reglster of: Members The Company shall not at' any trme close

its register ofmembers SR R . i R ,
ARTICLE V

TRAN SFER AND TRANSMISSION OF SHARES

51 Transfer of Shares. SubJect to. the provrsrons of the Memorandum and of these
Articles, any member may transfer any of his shares by instrument in writing éxecuted by or-on
behalf of such member and delivered to the Company or its transfer agent. The instrument of
transfer of any share of the Company shall be in the form, if any; ‘on the back'of‘the Company’s
share certificates or in such other form' as the Directors may' from' time to- time approve.: Except
to the extent that the Company Act may otherwise provide, the transferor shall be: deemed to
remain the holder-of the shares until the name of the transferee 1s entered in: ‘the regrster of
members ora branch regrster of members in: respect thereof R A , o

5.2 Instrument of Transfer The srgnature of the regrstered owner of any shares or
of his duly authorized attorney, upon an authorized instrument of transfer shall constitute a
complete and sufficient authority to the-Companys; its directors, officers-and‘agents to register; in
the name of the transferee as named in the instrument of transfer, the number of shates specified
therein or, if-no number is specified, all-the shares of the registered ‘owner represented: by:share
certificates deposited with the instrument of transfer. If no transferee is named in the instrument
of transfer, the instrument of transfer shall-constitute a complete and 'sufficient.authority-to the
Company, its directors, officers and agents to register, in the name of the person on whose behalf
any certificate for the shares to be transferred is deposrted with the Company for the purpose of
having the transfer registered, the number of shares specified in the instrument of transfer or, if
no number is specified, all the shares represented by all share certlﬁcates depos1ted with the
mstrument of transfer ‘

53 ' Enqulry as to Title Not Requrred Neither the Company nor any’ Director,
officer or agent thereof shall be bound to inquire into the title of the person named in'the form-of




transfer as transferee; or; if no person is named therein as transferee, of the person on whose
behalf the certificate is deposited with the Company for the purpose of having: the transfer
registered ‘or be liable to.any claim by such registered owner or by any intermediate -owner. or
holder of the certificate of :any of the shares represented thereby or any interest therein: for
registering the transfer, and the transfer, when registered, shall confer upon the person in whose
name the shares have been reglstered a vahd t1t1e to such shares

5.4 Submission of Instruments of Transfer. Every instrument of transfer shall be
executed by the transferor and left at the regrstered office of the Companyor at the office of its
transfer agent or registrar for registration together with the share certificate for the ‘shares to be
transferred and such other evidence, if any, as the Directors or the transfer agent or registrar may
require to prove the title of the transferor or his right to transfer the ‘shares and the right of the
transferee to have the transfer registered. All instruments of transfer where the transfer is
registered shall be retained by the Company or its transfer agent or registrar and any instrument
of transfer, where the transfer is not registered, shall be returned to the person depositing the
same together with the share certificate wh1ch accompanied the ‘same when tendered for
reglstratlon '

5.5 . Transfer Fee. There shall be paid to the Company in respect of the reglstratlon
of any transfer such sum, if any, as the Dlrectors may from trme to tlme determme

5.6 S Personal Representatlve Recogmzed on Death. In the case of the death of a
member the survivor or survivors where the deceased was a joint regrstered holder, and the legal
personal representative of the deceased where he was the sole holder, shall be the only persons
recognized by the Company as having any title to his interest in the shares. ‘Before recognizing
any legal personal representative the Directors may require him to deliver to the Company the
original or a court-certified copy of a grant of probate or letters of admmlstratron in Brmsh
Columbia or such other evidence and documents as the Directors consider appropnate in order to
establish the right of the personal representative to such title to the mterest m the- shares of the
deceased member. :

5.7 - .. Death or Bankruptcy A guardian, committee, trustee, curator, tutor, personal
representatwe or trustee in bankruptcy of a member, although not.a member hlmself shall have
the same rights, pr1v11eges and obligations that attach to the shares formerly held by the deceased
or bankrupt member if the documents required by the Company Act to be produced by a person
applying to effect transmission, of shares shall have been. depos1ted with the Company. together
with such other evidence as the Directors may. require of the person’s appointment. ;This Article
does not apply on the death of a member with respect to a share registered in his name and the
name of another person in joint tenancy : - ‘

5.8 o Persons in Representatlve Capaclty Any person becommg entltled to a share
in consequence of the death or bankruptcy of a member shall, upon such documents and
evidence being produced to the Company as the Company Act requires or who becomes entitled
to a share as a result of an order of a Court of competent jurisdiction or a statute has the right
either to be registered as a member in his representative capacity in respect of such'share, or, if
he is a personal representative, instead of being registered himself, to make such transfer. of the -




share as the deceased or bankrupt person could have made; but the Directors shall, as regards a
_transfer by a personal representative or trustee in bankruptcy, have the same right, if any, to
decline or suspend registration of a transferee as they would have in the case of a transfer of a
share by the deceased or bankrupt person: before the death or bankruptcy.

: ARTICLE VI ‘
ALTERATION OF CAPITAL

61 . Increase in Authorized Capital. The Company may by ordinary resolution filed
with the Registrar amend its. Memorandum to.increase the authorized capital of the Company by:

(_a)" B creatmg shares w1th par value or shares without par value, or both

(‘b)( mcreasmg the number of shares with par value or shares w1thout Dpar Value or
~ both;or

(¢) incréasing the par value of a class of shares with par value, if no shares of that
class are issued.

627 Other Capital Alteérations. The Company may by special resolution alter its
Memorandum to subdivide, consolidate, change shares with par value to shares’ without par
value, or change shares without par value to shares with par value, or change the designation of,
-all or any of its shares but only to such extent, in such manner and with such consents of
members holdmg a class of shares which is the subject of or affected by such alteratlon as the
Company Act provrdes

63 Creatlon, Variation and Abrogatron of Speclal Rights and Restrlctlons The
Company may alter 1ts Memorandum or these Artlcles

(a) by special resolution, to create, define and attach special rlghts or restrlctrons to
any shares; and

(b)) by specral resolution and by otherwise complymg wrth any ‘applicable provrsron
‘ ~ of its Memorandum or these Artrcles to vary or abrogate any spec1al rlghts and
restrlctlons attached to any shares;

and n each case by ﬁlmg a certlﬁed copy of such’ resolut10n Wrth the'Registrar, but no-right or
special right attached to any issued shares shall be prejudiced or interfered with unless all
members holding shares of ‘each class whose right or spécial‘right is so prejudiced or interfered
with consent thereto in writing, or unless a resolution consenting thereto'is-passed at a' separate
class meeting of the holders of the shares of each such class by a majority of three-fourths, or
such greater majority as may be specified by the spec1al rrghts attached to the class of shares, of
the issued shares of such class.

64 Consent of Class Required. Notwithstanding such consent in writing or such
resolution, no such alteration shall be valid as to any part of the issued shares of any class unless
the holders of the rest of the issued shares of such class either all consent thereto in writing or




consent thereto by a resolution passed by the votes of members holding three-fourths of the rest
of such shares.

6.5 Special Right of Conversion. If the Company is or becomes a reporting
company, no resolution to create, vary or abrogate any special right of conversion attaching to
any class of shares shall be submitted to any meeting of members unless, if so required by the
Company Act, the Supermtendent of Brokers for British Columbla shall have consented to the
resolution. : T

6.6 Class Meetings of Members. Subject to the. Company Act and unless these
Articles or the Memorandum otherwise provide, the provisions of these Articles relating to
general meetings shall apply, with the necessary changes and so far as they are applicable, to a
class or series meeting of members holding a particular class or series of'shares but the quorum
at a class or series meetmg shall be one person holding or representmg by proxy one-third of the
shares affected

ARTICLE VII
PURCHASE AND REDEMPTION OF SHARES

71~ Company Authorizéd to Purchase or Redeem Shares. Subject to the special
rights and restrictions attached to any class or series of shares, the Company 1 may, by a resolution
of the Directors and in comphance with the Company Act, purchase any of its shares at the price
and upon the terms specified in such resolution or redeem any class or series of its shares in
accordance with'the special rights and restrictions attaching thereto. ‘No'such purchase or
redemption shall be made if the Company is insolvent at the time of thé proposed purchase or
redemption or if the proposed purchase or redemption would render the Company insolvent.

Unless the shares are to be purchased through a stock exchange or from a bona fide employeg or
bona fide former employee of the Company or of an affiliate of the Company, or his personal
representatlve in respect of shares beneficially owned by such employee or former’ employee or
the Company is purchasmg the shares from dissenting members pursuant to the requrrements of
the’ Company Act, the Company ‘shall make its offer to purchase pro rata to every member who
holds shares of the class or series, as the case’ may be, to be purchased

7.2 : Director to Determine Manner of Redemptron If the Company proposes at its
opt1on to redeem some but not all-of the shares of any class, the Directors may, subJect to the
special rights and restrictions attached to such class of shares dec1de the manner in whrch the
shares to be redeemed shall be selected '

73 " Shares Which are Redeemed But Not Cancelled. SubJect to’ the provisions of

the Company Act, any shares purchased or redeemed by the Company may be sold or, if

cancelled, reissued by it, but, while such shares which have not been cancelled are held by the -
Company, it shall not exercise any vote in respect of these shares and no dividend or other

distribution shall be paid or made thereon. - : ‘




ARTICLE VIII
BORROWING POWERS
8.1 - Powers of Directors. The Directors may from time to time on behalf of the

Company: -

(@) borrow money in such manner and amount, on such security, from such sources
and upon such terms and conditions as they think fit; :

(b) authorizethe guaranteeing of any obligations of any other person;

() issue bonds debentures and other debt obhgatlons either outright or as secunty
. for any 11ab111ty or obllgatlon of the Company or any other person; and

(d) ‘ mortgage charge whether by way of specrﬁc or ﬂoatlng charge or g1ve other
security on the undertaking, or on the whole or any part of the property and assets,
of the Company (both present and future)

8.2 Issue of Debt Obhgatlons Any bonds debentures or other debt obligations of
the Company may be issued at a discount, premium or .otherwise, and with, any special privileges
as to redemption, surrender drawmg, allotment of or conversion into or exchange for shares or
other securities, attendmg and voting .at general meetings, of the Company, appomtment of
Directors or otherw1se and may by their terms be assignable free from any equities between the
Company and the person to whom they were.issued or any subsequent holder thereof, all as the
Directors may determlne S

' 8 3 . Reglster of Debentureholders The Company shall keep or cause to be kept
w1th1n the Provmce of Brltlsh Columbla in accordance with the Company Act a reglster of its
debentures and a reglster of debentureholders whrch reglsters may be combmed and subject to
the prov1s1ons of the Company Act, may keep or cause to be. kept one or more branch reglsters of
1ts debentureholders at such place or places as the Drrectors may frorn time to. time determine
and the Directors may by resolution, regulation or, otherwrse make such _provisions as they thmk
fit respectlng the keepmg of such branch reglsters

8. 4 S Executron of Debt Instruments Every bond debenture or other debt obhgatlon
of the Company shall be s1gned manually by at. least one Drrector or ofﬁcer of the Company or
by or on behalf of a trustee, registrar, branch registrar, transfer agent or branch transfer agent for
the bond, debenture or other debt obligation appointed by the Company or under any instrument
under which the bond, debenture.or other debt obligation is issued and any additional signatures
may. be printed, or. otherwise mechanically reproduced thereon and, in. such event, a bond,
debenture or other debt obhgatron so signed is as valid as if signed manually notwrthstandmg
that any person whose signature is so printed or. mechamcally reproduced shall have ceased to
hold the office that he is stated on such bond, debenture or other debt obligation to hold at the
date of the issue thereof.




85 - . .’ Register of Indebtedness. If the Company is or becomes a reporting company,
the Company shall keep or cause to be kept a register of its indebtedness to every Director or
officer of the Company or an associate of any of them in accordance with the provisions of the
Company Act. SR e e ST -

‘ ARTICLE IX
- .GENERAL MEETINGS

9.1 - .. Annual General Meetings. Subject to any extensions of time permitted: pursuant
to the Company Act, the first annual general meeting of the Company shall be held within fifteen
months from the date of incorporation, the date of amalgamation or the effective date of a
certificate of continuation, in accordance with the Company Act and thereafter an annual general
meeting shall be held once in every calendar year:at such time (not being more than thirteen
months after the holding: of the last preceding annual general meeting) and place as may be
determined by the Directors. |

9.2 Consent Resolutions in Lieu of Annual General Meeting. If the Company is,
or becomes, a company which is not a reporting company and all the members entitled to attend
and vote at'an annual general meeting consent in writing to all the business which is required or
desired to be transacted at the meeting, the meeting need not be held. - o

9.3 Classification of Géneral Meetings. All ‘general meetings other than annual
general meetings are herein referred to'as and may be called extraordinary general meetings.

9.4 o Calling of Extraordinary General Meetings.  The Directors may, whenever
they think fit, convene an extraordinary general meeting. An-extraordinary general meeting, if
requisitioned in accordance with the Company Act, shall be convened: by the Directors or, if not
convened by the Directors; may be convened by the requisitionists as provided in the Company
ACt. »‘:; DR R PR o , N R P T S i .

9.5 Advance Notice When Election of Directors. If the Company is or becomes a
reporting company, advance notice of any general meeting at:which:Directors are to be electéd

shall be published in the: manrier required by the Company Act.- = .

9.6 - Notice for General Meeting. A notice convening a general meeting specifying
the place, the day, and the hour of the meeting, and, in case of special business, the general
nature-of: that -business, :shall be given-as provided in:the Company Act and in the manner
hereinafter in these Articles mentioned, or in such other manner (if any) as may be prescribed by
ordinary resolution, whether previous notice thereof has been given or not, to such persons as are
entitled by:law or under these Articles to receive such notice: from the Company. Accidental -
omission to.give notice of a meeting to, or the non-receipt of notice of a meeting, by any member
shall not invalidate the proceedings: at that meeting. ‘ ' IR I

9.7 Waiver or Reduction of the Period of Notice. All the members of the Company
entitled to attend and vote at a general meeting' may, by unanimous consent in writing given
before, during or after the meeting, or if they are present at the meeting by a unanimous vote,
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waive or reduce the period of notice of such meeting and an entry in the-minute book of such
waiver or reduction shall be sufficient evidence of the due convening of the meeting. .

9.8 Notice of Special Business at General Meeting. Except as otherwise provided
by the Company Act, where any special business at a general meeting includes considering,
approving, ratifying, adopting or authorizing any document or the execution thereof or the giving
of effect thereto, the notice convening the meeting: shall, with respect to such document, be
sufficient if it states that a copy of the document or proposed document is or will be available for
inspection by members at the registered office or records office of the Company or at some other
place in'British Columbia desrgnated in the notice durlng usual busmess hours up to the date of
such general meetlng : , o S

: L ARTICLE X :
PROCEEDIN GS AT GENERAL MEETINGS

10.1 Special Business. All business shall be deemed special business which; is
transacted at: . x R I I T o L o

, -(_a)‘} an extraordlnary general meetmg other than the conduct, of and votmg at such
meeting; and - : : ‘

(b) an annual general meeting, with the exception of the .conduct of, and voting -at;
such meeting, the consideration of the financial statement and of the respective
reports of the Directors and Auditor, fixing or changing the number of directors,

. approval of a motion-to-elect two or more directors by a single. resolution, the
election -of.: Directors, the appointment .of the Auditor, the fixing of the
remuneration of the Auditor and such other business as by these:Articles or the

. Company Act may be transacted atia general meeting without prior notice thereof
being given to the members or any business which is brought under consideration
by the report of the Dlrectors

102 - Requrrement of Quorum No busmess other than electlon of the. .chairman: or
the adjournment of the meeting, shall be transacted at any general: meeting unless:a .quorum of
members, entitled to attend and vote, is present at the commencement of the meetlng, but the
quorum need not be present throughout the meeting. . RS e

10. 3 x Quorum. -Save as herem otherwise prov1ded a quorum: shall be two persons
present and bemg, or representing by proxy, members holding not less than one-twentieth of the
issued shares entitled t0.be voted at the meeting. If there is only one. member the quorum is: one
- person present and being; or representing by proxy; such member. The Directors, the: Secretary
or,:in his absence, an-Assistant Secretary, and the solicitor of the. Company shall be entitled to
attend at any general meeting but no such person shall be counted in the quorum or be entitled to
vote at any general meeting unless he shall be a member or proxyholder entltled to vote thereat.

10.4 Lack of Quorum If wrthm half an hour from the time appomted for a general
meeting a quorum is not present, the meeting, if convened upon the requisition of members, shall
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be dissolved. In any other case it shall stand adjourned to the same day in the next week, at the
same time and place, but otherwise it shall stand adjourned to a place on-a date and at a time, to
be fixed by the chairman of the meeting before the adjournment, which shall be not more than
two weeks following the date for which the meeting was called, or failing such designation then
to the same day in the second week following the meeting at the same time and place, in €ither
case without giving further notice, and, if at the adjourned meeting a quorum is not present
within half an hour from the time appointed for the meeting, the person or persons present and
being, or representing by proxy, a member or members entitled to attend and vote at the meetmg
shall be a quorum. : o o : :

10 5 Chairman of the Meeting The Chairmanof the Board, if any, or in his absence
the President of the Company or in his absence a Vice-President of the Company, if any, shall be
entitled to preside as chairman at every general meeting of the Company. T

10.6 Alternate Chairman of the Meeting. If at any general meeting neither the

Chairman of the Board, the President; or a Vice-President is-present within fifteen minutes after

the time appointed for holding the meeting or is willing to act:as chairman, the Directors present

shall choose one of their number to be chairman or-if all the Directors present decline to take the

chair or shall fail to so choose or if no Director be present, the members:present shall choose one
. of their number to be chairman.

10.7 Adjournments. The Chairman may and. shall, if so directed by the meeting,
adjourn the meeting from time to time and from place to place, but no business shall be
transacted at any adjourned meeting other than the business left: unfinished at the meeting from
which the adjournment took place: When a meeting is adjourned for thirty days or more; notice,
but not “advance notice”, of the adjourned meeting shall be given as in-the case of an original
meeting or if so determined by the Directors, by an advertisement published at least once in a
daily newspaper in Vancouver, British Columbra or in the city where the meeting commenced.
Save as aforesaid, it shall not be necessary to give any notice of an adjourned meeting or of the
business to be transacted atan adjoumed meetlng

108 - Resolutlons Need Not be Seconded. No motion proposed at a general meetlng
need be seconded and the chairman rnay propose or second a motlon g

10. 9 Decrsrons by Show of Hands or Poll Subject to the provisions of the Company
Act, at any general meeting a resolution put to the vote of the meeting shall be decided on a show
of hands, unless (before or on the declaration of the result of the show of hands) a poll is directed
by the chairman or demanded by at least one member entitléd to vote who is present in person or
by proxy. The chairman shall declare to the meeting the decision on every question in
accordance with the result of the show of hands or the poll, and such decision shall be entered in
the minute book of the Company. A“declaration by the chairman that a resolution has been
carried, or carried unanimously, or by a particular majority, or lost or not carried by a particular
majority and an entry to that effect in the minute book of the Company shall be conclusive
evidence of the fact, without proof of the number or proportron of the votes recorded in favour
of, or against, that resolutron
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10.10 - - Casting Vote. In the case of an equality of votes, whether on a show of hands or
on a poll, the chairman of the meeting at which the show of hands takes place or at whlch the
poll is demanded shall not be ent1tled toa second or castmg vote T ~ x

10.‘11 T Manner of Taking . Poll No poll may - be demanded on the elect1on of a
chairman. - A poll- demanded on a question of adjournment shall be: taken.forthwith. .. A poll
demanded on any other question:shall be taken as soon as, in the opinion of: the: chairman; is
reasonably convenient, but.in no event later than seven days after the meeting and at such time
and place and in such manner as the chairman of the meeting directs. The result of the poll shall
be deemed to be the resolution of and passed at the meeting at which the poll was demanded.
Any business. other: than that upon which the poll has been demanded may be proceeded with
pending the taking of the poll. ‘A demand for a poll ' may be withdrawn. In any dispute-as-to the
admission or rejection of a vote the decision of the chairman made in ‘good faith shall be: final
and conclusive.

10.-12 o Retentlon of: Ballots Cast on a Poll.- Every ballot cast.upon‘a poll-and :every
proxy appointing a proxyholder who casts a ballot upon a poll shall be retained by the Secretary
for such period and be subject to-such: 1nspect10n as the Company Act may provrde in the absence
thereof as'the Directors may determine. S SERETY ‘ -

10.13 Casting of Votes. On a poll a person entitled to cast more than one vote need
not, 1f he votes, use all- hlS votes or cast all the votes he uses in the same way S

10 14 SR Ordmary Resolutlon Suffic1ent Unless the Company Act the Memorandum or
these Articles otherwise: prov1de any action to be taken by a resolut1on of the members may.be
taken by an ordmary resolutron o S S o .

VOTES OF MEMBERS

11.1 Number of Votes per Share or Member. Subject to any special voting rights or
restrictions. attached to any. class. of shares and jthe restrictions on joint. registered holders of
shares, on a vote by a show of hands at.a general. meeting every member who is present in person
and entitled to vote thereat shall have one vote and on a poll every member shall have one vote
for each share of which he is.the reglstered holder and may exercise such vote either in person or
byproxyholder : Py : BE RTINS ‘

11.2 , Votes of Persons in Representatwe Capac1ty Any person who is not reg1stered
as a member but is entitled to vote at any general meeting in respect.of a share, may vote the
share in the same manner as if he were a member; but, unless the Directors have previously
admitted. his right to vote at that meeting in respect. of the share, he shall satisfy. the: directors of
his right to vote the share before the time for holding the meeting, or adjourned meeting, as the
case may be, at which he proposes to vote. : :

11.3 | Representative of a Corporate Member. Any" corporation not being a
subsidiary which is a member of the Company may by resolution of its directors or other
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governing body authorize such person as it thinks fit to-act as its representative at any general
meeting or class meeting. The person so authorized shall be entitled to exercise in respect of and
at such meeting the same powers on behalf of the corporation which he represents as that
corporation could exercise if it were an individual member, of the Company personally present;
including, - without limitation, the right, unless restricted by such resolution, ‘to “appoint ‘a
proxyholder to represent such corporation, and shall be counted for the purpose of formmg a
quorum if present at the meeting. Evidence of the appointment of any such representative may be
sent to the Company by written® instrument, telécopy or ‘any method of transmrttmg leglbly
recorded messages. Notwrthstandmg the foregomg, a corporatlon being a member may appomt a
proxyholder R b

114 -~ . Votes: by Joint Holders In the case: of joint reglstered holders of a share the
vote of vthe senior who exercises a vote, whether in person or by proxyholder, shall be accepted
to the exclusion of the votes of the other joint registered holders; and for this purpose seniority
shall be determined by the order in which-the names stand in the register of members. - Several
legal personal representatives of a deceased member whose shares are registered in: h1s sole name
shall for the purpose ofithis Art1cle be-: deemed )omt reg1stered holders i

11.5 o Votes by Commlttee for a Member. A member of unsound mlnd entltled to
attend -and vote, in respect .of whom an order has been made by any court having jurisdiction;
may vote, whether on a show of hands or on a poll, by his committee, curator bonis, or other
person in the nature of a committee or curator bonis appointed by that court and any such
commlttee curator boms or other person may appomt a proxyholder

11.6 a Appomtment of Proxyholders A member mcludmg a member that is a
corporation, holding more than one; share in respect of. which he- is :entitled to vote. shall be
entitled to appoint-one or more (but not more than twe) proxyholders to attend, act.and vote for
him on the same occasion. : If such a member should appoint more than one proxyholder. for the
same occasion he shall specify the number of shares each proxyholder shall be entitled to vote.

A member may also appoint one or more alternate proxyholders to act in the place and stead of
an absent proxyholder. : ,

11.7+ - - .Proxyholder to be Member Unless Exceptions Apply A proxyholder need not
be a: member of the Company if: :

(a) | the Company is at the tlme a reportmg company, or
(b)  the member appointing the proxyholder is a corporation; or ..
(c) the Company shall have at the time only one member; or

G)) the persons :present in person or by proxy and entitled to vote at the meeting by
resolution permit the proxyholder to attend and vote; for the purpose of such
resolution the proxyholder shall be counted in the quorum but shall not be entltled

- to vote; S .
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and in all other cases a proxyholder must be a member.

11.8 Deposit of Proxy. Unless otherwise ordered by the Directors, a proxy and the
power of attorney or other authority, if any, under which it is signed or a notarially certified copy
thereof shall be deposited at the registered office of the Company or at such other place as is
specified for that purpose in the notice convening the meeting or in the. information circular
relating thereto, not less than 48 hours (excluding Saturdays, Sundays and holidays) before the
time for holding the meeting or adjourned meeting . in respect of which the person named in.the
instrument is appointed. In addition to any other method of depositing. proxies provided for in
these Articles, the Directors may from time to time by resolution make regulations relating to the
depositing of proxies at any place or places and fixing the time or times for depositing the
proxies (if the Company is or becomes a reporting company; not exceeding 48 hours (excluding
Saturdays, Sundays and holidays) preceding the meeting or adjourned meeting) specified in the
notice calling a meeting of members. or in the information circular relating thereto and providing
for particulars of such proxies to be sent to the Company or any agent of the Company in writing
or by letter, telecopy or any method of transmitting legibly recorded messages: so as to.:arrive
before the commencement of the meeting or adjourned meeting at the office of the Company or
of any agent of the Company appointed for the purpose of receiving such particulars and
providing that proxies so deposited may be acted upon as though the proxies themselves were
deposited as required by this Part and votes given in accordance with such’ regulatmns shall be
valid and shall be counted. : ‘ ‘

11.9 F orm of Proxy. ' A proxy shall be in writing under the hand of the appointor or of
his attorney duly authorized in writing, or, if the appointor is a corporation, either under the seal
of the. corporation or under the hand of a duly authorized: officer -or attorney. Unless -the
Company Act or any other statute or law which is applicable to the Company or'to any class of
its shares requires  any other form of proxy, a proxy, whether for a specified meeting or
otherwise, shall be in the form following, but may also be in any other form that the Directors or
the chairman of the meetmg shall approve:

(N. ame of Company)

-The undersigned, being a member of the above named: Company, hereby appoints
or failing him ‘ as proxyholder for the undersigned to
attend, act and vote for and on behalf of the undersigned at the general meeting of the Company
to be held on the dayof = and at any adjournment thereof.

Signed this - dayof , 20

(Signature of member) -

11.10 " Validity of Proxy Vote. A vote given in accordance with the terms of a proxy is
valid notwithstanding the previous death or incapacity of the member giving the proxy or the
revocation of the proxy or of the authority under which the form of proxy was executed or the
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transfer of the share in respect of which the proxy is given, provided that no notification in
writing of such death, incapacity, revocation or transfer shall have been received at the registered
office of the Company or by the chairman of the meetmg or adjoumed meetmg for Wthh the
proxy was given before the vote is taken. ; R s

11.11 Revocation of Proxy. Every proxy may be revoked by an mstrument in wr1t1ng

(a)  executed by the member giving the same or by his attorney authorized in writing
or, where the member is a corporation, by a duly authorized officer or attorney of
the corporation; and

(b)  delivered either at the registered office of the Company at any time: up: to:and
including the last business day preceding the day of the meeting, or :any
adjournment thereof at which the proxyis to be used, or to the chairman of the
meeting on the day of the meeting or any adjournment thereof before. any vote in
respect.of which the proxy is to be used shall have been taken; ST

orin any other manner prov1ded by law. A proxy shall cease to be va11d one year from its date

- ARTICLE XII
DIRECTORS

12.1 Number of Directors.. The first directors are as set out in the Amalgamation
Agreement. The Directors: shall be elected by the members entitled to vote on the election of
Directors and the number of Directors shall be the same as the number of Directors so appointed
or elected. The number of Directors may be fixed or changed from time to. time by ordinary
resolution, whether previous notice thereof has been given or not, and Directors to. fill-any
vacancies in the Board of Directors resulting from such fixing or changing of the number of
Directors may be elected . from time: to time by - the members: by ordinary resolution:
Notwithstanding anything contained in these: Articles the number of Directors shall never be:less
than one or, if the Company is or becomes a reporting company, less than the number specified
in the Company Act. ‘ ; : o

12 2 : Remuneratlon and Expenses of Dlrectors The remuneratlon of the Dlrectors '
as. such may from time to time be determined by the Directors or, if the Directors shall so decide,
by the members. Such remuneration may be in addition to any salary or ether remuneration pald
to any officer or employee of the Company as such who is also a Director. The Directors shall
be repaid such reasonable travelling, hotel and other expenses as they incur in and about the
business of the Company and if any Director shall perform any professional or other services for
the Company that in the opinion of the Directors are outside the ordinary duties of a Director or
shall otherwise be specially occupied in or about the Company’s business, he may be paid a
remuneration to be fixed by the Board, or, at the option of such Director, by the Company in
general meeting, and such remuneration may be either in addition to; or in substitution for: any
other remuneration that he may be entitled to receive. The Directors on behalf of the Company,
unless otherwise determined by ordinary resolution, may pay a gratuity or pension or allowance
on retirement to any Director who has held any salaried office or place of profit with the
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Company or to his spouse or dependants and may make contributions to any fund and. pay
premrums for the purchase or provision of" any such gratuity, pens1on or allowance

12 3 - Quahﬁcatron of Directors. A Dlrector shall not be requlred to hold a share in
the capital of the Company as qualification for his office but shall be quallﬁed as requlred by the
Company Act to become or act as a Director. .

L - ARTICLE XIII
ELECTION AND REMOVAL OF DIRECTORS

13.1 Election at Annual General Meetings. At each annual general meeting of the
Company all the Directors shall’ retire and the members entitled to. vote thereat shall elect a
Board: of Directors consisting of the number of Directors for the time being fixed pursuant to
these Articles. If the Company is, or becomes, a company that is not a reporting company and
the business to be transacted- at:any annual general meeting is consented to in writing by all the
members who are entitled to attend and vete thereat  such annual general meeting shall be
deemed for the purpose of th1s Part to have been held on such wntten consent becommg
effective. » : : S :

13.2 Eligibility of Retiring Director. A retiring Director shall be eligible for
re-election. RO

13.3 -+ Continuance of Directors. Where the Company fails to hold an annual general
meeting in accordance with the Company Act, the Directors then in office shall be deemed to
have been elected or appointed as Directors on the last day on which the annual general meeting
could have been held pursuant to these Articles and they may hold office until other Directors are
appomted or: elected or until the day on Wthh the next annual general meetmg is held.

13.4 b Elecnon of Less than Requlred Number of Directors. If at .any general
meeting at which there should be: an election of . Directors, the places of any of the retiring
Directors are not filled by such election, such of the retiring Directors who are not re-elected-as
may be requested by the newly-elected Directors shall, if willing to do so, continue in-office to
complete the number of Directors for the time being fixed pursuant to these Articles until further
new Directors are elected at'a general méeting convened for the purpose.” If any such election or
continuance of Directors does not result in the election or continuance of the number of Directors
for the time being fixed pursuant to these'Articles such number shall be ﬁxed at the' number of
D1rectors actually elected or contmued in-office. ‘ P o

135 o Flllmg a Casual Vacancy -Any casual vacancy occurrmg 1n the Board of
Directors may be ﬁlled by the remammg Drrectors or Drrector TR

13 6 Addltlonal Dlrectors Between successive annual general, meetmgs the- D1rectors
shall have power to appoint one of more additional Directors.but not more than one-third of the
number of Directors elected or appointed at the last annual general meeting at which Directors
were elected. Any Director so appointed shall hold office only until the next following annual
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general meeting of the Company, but shall be eligible for election at such meeting and:so long as
he is an-additional Director the number of Directors shall be mcreased accordmgly

13.7 : Alternate Dlrectors Any Dlrector may by instrument in wr1t1ng delivered to the
Company appoint any person to be his alternate to act in his. place at meetings of the Directors at
which he is not present unless the Directors shall have reasonably disapproved the appointment
of such person as an alternate Director and shall have given notice to that effect to.the Director
appointing the alternate Director-within a reasonable time after delivery of such instrument to the
Company. Every such alternate shall be entitled to notice of meetings of the Directors and to
attend and vote as a Director at a meeting at which the person appointing him is not personally
present, and, if he is a Director, to have a separate vote on behalf’ of the Director he is
representing in addition to his own vote. A Director may at any time by instrument, telecopy or
any method of transmitting legibly récorded messages delivered to thé Company revoke the
appointment of an alternate appointed by -him. The remuneration payable to such an alternate
shall be payable out of the remuneratlon of the D1rector appomtmg h1m ’

'

13.8 - Ceasing to Act as Dlrector ‘The. ofﬁce of Dlrector shall be vacated if the
Director: : , = A ST

(a)  resigns his office by notice in wntmg dehvered to the reglstered ofﬁce of the
: Company, or - SRR ,

(b) s conv1cted of an mdlctable offence and the other Dlrectors shall have resolved to
- remove-him; or. - : L ,

) (c) o eeases to. bequali,ﬁ_ed to act.as aDire‘c'tio‘r pnrsuant Vt’o.the Compdny Act..

13.9 Removal of Directors. The Company may by special resolution remove any
Director before the expiration. of his period of office, and may by an ordinary resolution appoint
another person in his stead. Any Director so appointed shall hold office only until the next
following annual general meetlng of the Company, but shall be eligible for re-election at such
meeting.

. -ARTICLEXIV . v o
POWERS AND. DUTIES. OF DIRECTORS

141+ Directors Manage Affairs and Business. The Directors shall manage, or
supervise the management. of, the affairs and business of the Company and shall have the
authority to exercise all such.powers of the Company as are not, by the Company Act or by the
Memorandum or these Articles, required to be exercised by the Company in general meeting.

14.2 Appointment of Aftorney. The Directors may from tlme to time by power of
attorney or other instrument under seal, appoint any person to be the attorney of the Company for
such purposes, and with such powers, authorities and discretions (not exceeding those vested in
or exercisable by the Directors under these Articles and excepting the powers of the Directors
relating to the constitution of the Board and of any of its committees and the appointment or
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removal of officers and the power to declare dividends) and for such period, with such
remuneration and' subject to such conditions as the Directors may think fit,. and any such
appointment may be made in favour of any of the Directors or any of the members of the
Company or in favour of any corporation, or of-any of the members, directors, nominees or
managers of any corporation, firm' or'joint venture and any such power of attorney may contain
such provisions for the protection or convenience of persons dealing with such attorney as the
Directors think fit:" Any such attorney may be authorized by the Directors to sub- delegate all or
any of the powers authorities and dlscretlons for the t1me bemg vested in h1m

: ‘ : ARTICLE XV :
DISCLOSURE OF INTEREST OF. DIRECTORS

15.1 ‘ Dlsclosure of Confhctmg Interest A Director who is, in any way, dlrectly or
indirectly interested in an existing or proposed contract or transaction with the Company. or who
holds any office or possesses any property whereby, directly or indirectly, a duty or interest
might be created to conflict with his duty or interest as a Director shall declare the nature and
extent of his interest in such contract or transaction or of the conflict'or potential conflict with:is
duty and interest as a Director, as the case may be, in accordance with the provisions of the
Company Act.

15.2 Voting Quorum - Interested Director. A Director shall not vote in respect of
the approval of any such contract or transaction with the Company in which he is interested and
if he shall do so his vote shall not be counted, but he shall be counted in the quorum present at
the meeting at which such vote is taken. This Article and Article 15.1 shall not apply in those
circumstances where a Director is, under the provisions of the Company Act, deemed not to be
interested in a proposed contract or transaction. Subject to the provisions of the Company Act,
the foregoing prohibitions shall not apply to:

" (a) - ‘any such contract or transaction relating to a loan to the Company, which a
Director or a specified corporation or a specified firm in which he has an intetest
" has guaranteed or joined in guaranteeing the repayment of the loar or any part of

the loan,

(b) any contract or transaction imade or’ to be made with, or for the benefit of an
affiliated corporation of which a Director is a director or officer;

(¢) any contract by a Director to subscribe for or underwrite shares or debentures to

" be issued by the Company or'a subsidiary of the Company, ot any contract,

arrangement or transaction in which a Director is, directly or indirectly, interested

~if all the other Directors are also, directly or indirectly interested in the contract,
arrangement or transaction;

(d)  determining the remuneration-of the Directors;

(¢)  purchasing and maintaining insurance to cover Directors against liability incurred
‘by them as Directors pursuant to the Company Act, or




-19-

® the indemnification of any Director by the Company pursuant to the Company
Act.

These exceptions may. from time to time be suspended or amended to any extent approved by the
Comipany in general meeting and permitted by the Company Act, either generally or in respect of
any particular contract or transaction or for any partlcular period. S »

15. 3 : Dlrector May Hold Ofﬁce or Place of Profit w1th Company A D1rector may
hold any office or place of profit with the Company (other than the office of auditor of the
Company) in conjunction with his office of Director for such perlod and on such terms (as to
remuneration or otherwise) as the Directors may determine and no Director or intended Director
shall be disqualified by his:office from contracting with the Company either with regard to his
tenure of any such other office or place of profit or as vendor, purchaser or otherwise, and,
subject to compliance with the provisions of the Company Act, no contract or transaction entered
into by or.on behalf of the Company in whlch a Director is in any way 1nterested shall be liable
to be voided by reason thereof - -

15. 4 L Dlrector Actmg m Professnonal Capaclty Subject to compliance with the
provisions of the Company Act, a Director or his firm may act in.a professional capacity for the
Company (except as auditor.of the Company) and he or his firm shall be entitled to remuneratlon
for professional services as if he were not a Director. ‘ -

15 5 Director Recelvmg Remuneratlon From Other Interests. A Director may be
or become a director or other officer or employee of, or otherwise interested in, any corporation
or firm in which the Company may be interested as.a shareholder or otherwise, and, subject to
compliance with the provisions of the Company Act, such Director shall not be accountable to
the Company: for any remuneration or other benefits received by him as director, officer or
employee of, or from his interest in, such. other corporation or ﬁrm unless the Company- in
general meetmg otherwise directs.. : ~

. “ ARTICLE XVI ,
PROCEEDINGS OF DIRECTORS

16.1 Chairman and Alternate. The Chairman of the Board, if any, or in his absence,
the Vice-Chairman or in his absence, the President shall preside as chairman at every meeting of
the Dlrectors or if there is no Chairman of the Board or neither the Chalrman of the Board nor .
the Vice-Chairman nor the President is present within fifteen minutes of the time appomted for
holding the meeting or is willing to act as chairman, or, if the Chairman of the Board, if any, the
Vice-Chairman, and the President have advised the Secretary that they will not be present at the
meeting, the Directors present shall choose one of their number to be chairman of the meeting:

16.2 - Meetings - Procedure. The Directors may meet together for the dispatch of
business, adjourn and otherwise regulate their meetings, as they think fit. Questions arising at
any meeting shall be decided by a majority of votes. In case of an equality of votes the chairman
shall not have a second or casting vote. - Meetings of the Board held at regular intervals may be




-20 -

held at such place, at such time and upon such notice: (if any) as the Board may by resolution
from time to time determine. .

16.3 '~ = Meetings by Conference Telephone. ‘A Director may participate ina: meeting of
the Board ‘or of any committee of the Directors by means of' conference telephones or: other
communications facilities by means of which all' Directors participating in the meeting-can hear
each other and provided that all such Directors agree to such participation. A Director
participating in a mieeting' in ‘accordance with' this Article’ shall be deenied to’ be present at ‘the
meeting and to have so agreed ‘and: shall be counted in’ the quorum therefor and be entltled to
speakandvotethereat v A SRR R RN R

16 4 Notlce of Meetmg A Dlrector may, and the: Secretary or:an Ass13tant Secretary
upon request of a Director shall, call a meeting of the Board at any time. : Reasonable notice: of
such meeting specifyingithe place, day and:hour of such meeting shall be given :by-mail; postage
prepaid, addressed to.each of the Directors. and alternate Directors at‘his addréss as it appears-on
the books of the Company or by leaving it at his usual business or residential ‘address or by
telephone, telecopy, or any method of transmitting legibly recorded messages. It shall not be
necessary to give notice of a Imeeting of Directors‘to-any Director: ot ‘alternate Director (i) who 1§
at the' time not in’ the' Province ‘of British' Coluribia” or (i) if*such* meetmg isto be-held
immiediately following a general meeting at which:such Director shall‘have been elected 61is the
meeting of Directors at which such Director is' appointed. - A¢cidental omiission‘to ‘give notice of
a meeting to, or the non-receipt of notice of a meetmg by, any dlrector or alternate director shall
not mvahdate the proceedlngs at the meetmg ,

16.5 ~ ‘Waiver of Notice of Meetmgs. Any Dlrector of the Company may ﬁle w1th the
Secretary a document executed by him waiving notice of any ‘past; present or fiiture meetmg or
meetings of the Directors being, or required’ to have' been; ‘sent to him and may ‘at ‘any titiie
withdraw such waiver with respect to- méetings ‘held thereafter. “After filing such waiver with
respect to future meetings and until such waiver is withdrawn no-notice need be given to 'such
Director and, unless the Director otherwise requlres in writing to the Secretary, to his alternate
Director of any meeting of Directors and all meetmgs of the Directors so held shall be deemed
not to be improperly called or “constituted by reason ‘of* notice not having been given to such
Dlrector or alternate Drrector ,

16. 6 ©"Quorum. " The’ quorum necessary for the - transactlon of the busifiess’ of the
Directors may be fixed by the Directors ‘and ‘if not so ﬁxed shall be a maJonty of the Dlrectors
If the Company has one Dlrector the quorum shall be one ‘ ‘

1‘6;7-- S Contmumg Directors: May Act Durmg Vacancy “The: contmulng Dlrectors
may act notwithstanding any vacancy in their body; but, if and so long as their number'is reduced
below the number fixed pursuant to these Articles as the necessary quorum of Directors, the
continuing Directors may act for the purpose of increasing the number’ of ‘Directors to that
number, or of summonmg a general meetlng of the Company, but for no other purpose RER

16.8 © Validity of Acts of Directors. ‘Subject to the provisions'of the Company Act all
acts done by any meeting of the Directors or of a committee of Directors, or by any person acting
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as a Director, shall, notwithstanding that it be afterwards discovered that there was some defect
in the qualification, election or appointment of any such Directors or. of the members of such
committee or person acting as aforesaid, or that they or any of them were disqualified, be as
valid as if every such person had been duly elected or: appomted and was- quahﬁed to be a
Dlrector oo : : : : -

16.9. - Resolutlon in. ertmg Effectlve A resolutlon consented to in Wrxtmg, whether '
by document facsimile or any method of transmitting legibly recorded messages or:other means,
by all of the Directors shall be as. valid and effectual as if it had been passed at a meeting of the
Directors. duly called and held. - Such resolution may. be-in two. or more counterparts which
together shall be ‘deemed. to: constitute one resolution in writing.: -Such resolution shall be-filed
with the minutes of the proceedings of the Directors and shall be effective on the: date stated
thereon or on the latest date stated on any counterpart. : Lo

ARTICLE XVII
EXECUTIVE AND OTHER COMMITTEES

17.1 .+ Appointment of ‘Executive: Committee. - The Directors may by resolution
appomt an Executive- Committee to: consist of such member or members of their body as. they
think fit,” which Committee: shall have, and may: exercise .during- the intervals between'.the
meetings of the:Board, all the powers-vested in the-Board except:' (a) the power to fill vacancies
in the Board, (b) the power to change the membership of, or fill vacancies in, said Committee or
any other committee of the Board and (c) such other:powers, if any;, as may be specified in the
resolution. - The: said Committee shall keep regular minutes of its transactions and' shall ‘cause
them to be recorded in books kept for that purpose, and shall report the same to the Board of
Directors at such times as the Board of Directors may from time to time require. - The Board shall
have the power at any time to réevoke or ‘override the authority: given' to or acts doneby. the
Executive Committee: except: as"to-acts done before -such revocation or overriding and to
terminate the appointment or-change the membership of such committee and to fill vacancies in
it. - The Executive' Committeée may make rules for the conduct of its business and may appoint
such-assistants as'it may deem necessary A majonty of the members of. sa1d Commlttee shall
constltute aquorum thereof ' O e R,
17 2 D Appomtment of Comnnttees .The Directors may by.resolution-appoint one or
more committees: consisting of such member or members of their body as they think fit and may
delegate to any such-:committee between meetings-of the Board such powers. of the Board except:
(a) the power to fill vacancies in the Board and (b) the power to change the membership of or fill
vacancies in any committee of the Board and the power to appoint or remove officers appointed
by the Board, subject to'such conditions as- may be: prescribed ‘in such: resolution, and all
' committees 'so appointed shall keep regular minutes of their transactions and shall cause them to
be recorded in books kept for that purpose, and shall report the same to the Board of Directors at
such times as the Board of Directors may from time to time require. The Directors shall also
have power at any time to revoke or override any authority given to or acts to be done by any
such committees except as to acts done before such revocation or overriding and to terminate the
appointment or change the membership of a committee and to fill vacancies in it. Committees
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'may make rules for the conduct of their business and may appoint such assistants as they may
deem necessary A majority of the members of a commrttee shall constitute a quorum thereof.

17 3 - Procedure at Meetmgs The Executlve Commlttee and any other commrttee
may meet and adjourn as it thinks proper. Questions arising at any meeting shall be determined
by a majority of votes of the members of the committee present, and in case of an equality of
votes the chairman shall not have a second or casting:vote. ‘A resolution  approved in writing by
all the members of the Executive Committee .or any. other committee shall be as valid and
effective as if it had been passed. at a meeting of such Committee duly called - and constituted.
Such resolution may be in two or more counterparts which together shall be déemed to constitute
one resolution in writing. Such resolution shall be filed with the minutes of the proceedings of
the committee and shall be effective on the date stated thereon or on the latest date stated in any
counterpart. o o ' o

ARTICLE XVIII
- OFFICERS

18.1 President and Secretary Required. :‘The: Directors ‘shall; from time to time,
appoint a President and-a Secretary and such other officers, -if- any, as the:Directors shall
determine and the Directors may, at any time, terminate any such appointment. :No officer shall
be appomted unless he is quahﬁed in accordance Wrth the provrslons of the Company Act

18.2 Person Holdmg More Than One Office and Remuneratxon. One person may
hold more than one of such offices except that the offices of President and. Secretary must be
held by. different persons unless the Company has only:one member. -Any person-appointed as
the. Chairman of the Board, the President or the -Managing: Director: shall.be a Director. . The
other officers need not be Directors.  The remuneration of the officers .of the Company as such
and the terms and conditions- of their tenure of office or employment shall. from time to-time be
determined by the Directors; such. remuneration may be by way .of salary, fees, wages,

commission or participation in profits or any other. means or-all of these modes. and an-officer
may in addition to such remuneration be entitled toreceive after he ceases to.hold such office or
leaves the employment of the Company a pension or gratuity. The Directors may; decide what
functions and duties each officer shall perform and may entrust to and confer upon him any of
the powers' exercisable by them upon such terms and:conditions and with such restrictions as
they think fit and may from time to time. revoke, withdraw,- alter or vary all or any of such
functions, duties: and powers. ‘The Secretary shall, -inter aha, perform the functions : of the
Secretary specrﬁed in the Company Act. ; P i S

18.3 : Dlsc]osure of Conﬂlctmg Interest. Every ofﬁcer of the Company who holds any
office or possesses any property whereby, whether directly or indirectly, duties-or interests might
be created in conflict with his duties or interests as an. officer of the Company shall, in wntmg,
disclose to the President the fact and the nature and extent of the conﬂrct
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ARTICLE XIX
INDEMNITY AND PROTECTION OF
DIRECTORS, OFFICERS AND EMPLOYEES

19.1 Indemnification of Directors. Subject to the provisions of the Company Act, the
Directors shall cause the Company to indemnify a Director or former Director of the Company
and the Directors may cause the Company to indemnify a director or former director of a
corporation of which the Company is or was ‘a sharcholder and the heirs and personal
representatives of any such person against all costs, charges and expenses, including an amount
paid to settle an action or satisfy a judgment, actually and reasonably incurred by him or them
including an amount paid to settle an action or satisfy a judgment in' a civil, criminal or
administrative action or proceeding to which he is or they are made a party by reason of his
being or having been a Director of the Company or a director of such corporation, including any

. action brought by the Company or any such corporation. Each Director of the Company on

being elected or appointed shall be deemed to have contracted with the Company on the terms of
the foregoing indemnity. :

19.2 Indemnification of Officers, Employees, Agents. Subject to the provisions of
the Company Act, the Directors may cause the Company to indemnify any officer, employee or
agent of the Company or of a corporation of which. the Company is or was a shareholder
(notwithstanding that he is also a Director) and his heirs and personal representatives against all
costs, charges and expenses whatsoever incurred by him or them and resulting from his acting as
an officer, employee or agent of the Company or such corporation. In‘addition the Company
shall indemnify the Secretary or an Assistant Secretary of the Company (if he shall not be a. full
time employee of the Company and notwithstanding that he is also a Director) and his respective
heirs and legal representatives against all costs, charges and expenses whatsoever incurred by
him or them and arising out of the functions assigned to the Secretary by the Company Act or
these Articles and each such Secretary and' Assistant Secretary shall on being appomted be
deemed to have contracted with the Company on the terms of the foregomg indemnity. ’

193 Indemnification Not Invalidated by Non-Comphance. The failure of a
Director or officer of the Company to comply with the provisions of the Company Act or of the
Memorandum or these Articles shall not mvahdate any mdemmty to which he is entitled under
this Part. :

19.4 Company May Purchase Insurance. The Directors may cause the Company to
purchase and maintain insurance for the benefit of any person who is or was serving as a
director, officer, employee or agent of the Company or as a directot, officer, employee or agent
of any corporation of which the Company is or was a shareholder and his heirs or personal
representatives against any hablhty incurred by him as such Director, dlrector ofﬁcer employee
or agent.
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ARTICLE XX
DIVIDENDS AND RESERVE

20.1 Declaration of Dividends. The Directors may from time to time declare and
authorize payment of such dividends, if any, as they may deem advisable and need not give
notice of such declaration to any member. No dividend shall be paid otherwise than out of funds
or assets properly available for the payment of dividends and a declaration by the Directors as to
the amount of such funds or assets available for dividends shall be conclusive. The Company
may pay any such dividend wholly or in part by the distribution of specific assets and in
particular by paid up shares, bonds, debentures or other securities of the Company or any other
corporation or in any one-or more such ways as may be authorized by the Company or the
Directors and where any difficulty arises with regard to such a distribution the Directors may
settle the same as they think expedient, and in particular may fix the value for distribution of
such specific assets or any part thereof, and may determine that cash payments in substitution for
all or any part of the specific assets to-which any members are entitled shall be made to any
members on the basis of the value so fixed in order to adjust the rights of all parties and may vest
any such specific assets in trustees for the persons entitled to the dmdend as may seem expedlent
to the Directors. ‘

202 Declared Dividend Date Any d1v1dend declared on shares of any class by the
Directors may be made payable on such date as is fixed by the Directors. : «

20.3 o D1v1dends Declared According to Number of Shares Held. Sub]ect to the
rights of members (if any) holding shares with special rights as to dividends; all dividends on
shares of any: class shall be declared and paid according to the number of such shares held.

204 Reserves. The Directors may, before declaring any dividend, set aside out of the
funds properly available for the payment. of dividends such sums as they think proper as a
reserve or reserves, which shall, at the discretion of the Directors, be applicable for meeting
contingencies, or for equalizing dividends, or for any other purpose to which such funds of the
Company may be properly applied, and pending such application may, at the like discretion,
either be employed in the business of the Company or be invested in-such. investments as the
Directors may from time to time think fit. - The Directors may also, without placing the same in
reserve, carry forward such funds, which they think prudent not to declare as a dividend.

20.5 Not Interest Bearing. No dividend shall bear interest against the Company.
Where the dividend to which a member is entitled includes a fraction of a cent, such fraction
shall be dlsregarded in making payment thereof and such payment shall be deemed to be
payment in full. :

20.6 ‘Receipts From Joint Holders. Any dividend, bonuses or other moneys payable
in cash in respect of shares may be paid by cheque or warrant sent through the post directed to
the registered address of the holder, or in the case of joint holders, to the registered address of
that one of the joint holders who is first named on the register, or to such person and to such
address as the holder or joint holders may direct in writing. Every such cheque or warrant shall
be made payable to the order of the person to whom it 1s sent. The mailing of such cheque or
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warrant shall, to the extent of the sum represented thereby (plus. the amount of any.tax required
by:law to be deducted) discharge all liability for the dividend, unless. such-cheque or warrant
shall not be paid ‘on presentation or the amount of tax so. deducted shall not be paid:to the
appropriate taxing authority. Any.one: or two or more joint holders may give effectual receipts
for: any:dividend, bonus.or other money ‘payablein respect of the shares held by.them: as.joint
holders and the Company is not bound:to see the execution of any. trust in respect of shares-of the
Company. Y

20.7 . .-Dividend:in Kind. Notwithstanding anything:contained -in:.these Articles: the
Directors may: from time to time capitalize any- undistributed: surplus: on -hand ofi-the:Company
and may from time to time issue as fully paid.and non-assessable any: unissued:shares; or‘any
bonds, debentures or debt obligations of the Company as a drvrdend representmg such
undlstrrbuted surplus on: hand or any part thereof EREEE TR S I s

e ARTICLEXXL © it o
DOCUMENTS RECORDS ANDREPORTS

21 1 ' :
other place as the Company Act may perm1t the documents, (copres reglsters mlnutes and.
records which the Company is required by the Company Act to keep.at,its-records: lofﬁce or such
other place as the case may be

-21 2

wrth the Company Act

‘21 3 Inspectxon of Accounts Unless the Drrectors determme otherwise, or .unless
otherwise determined by an ordinary resolution, no member of the Company shall be entitied to
inspect the accounting records of the Company

214 Financial Statements and Reports “The Directors shall from time to time at the
~ expense of the, Company cause to, be prepared and laid before.the Company:in f;general meetmg
such: ﬁnanc1al statements and reports as. are. requ1red by the Company Act i

21 5 ffi H Fmancral Statements and Reports Every member shall- be,
furmshed once gratrs on. demand_‘wnh a.copy,, of the latest annual fi

Company and, if so requrred by the. Company Act a copy of each such annuall
and mterlm ﬁnancral statement shall be malled to each member

financial statement

" ARTICLE XXII
NOTICES

22. 1 o | Method of lemg Notrce A notrce statement or repo':y may be gtvenf or
delrvered by the Company to any member either by dehvery to h1m personally or by :
by mail to him to his address as recorded in the register of mémbers. Where ; a, notlce statement
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or report is sent by mail, service or delivery of the notice, statement or report shall be deemed to
be effected by properly addressing, prepaying and mailing the notice, statement or report and to
have been given on the day, Saturdays, Sundays and holidays excepted, following the date of
mailing. A certificate signed by the Secretary or other officer of the Company or of any other
corporation acting in that behalf for the Company that the letter, envelope or wrapper containing
the notice, statement or report was so addressed, prepaid and mailed shall be conclusive evidence
thereof.

22.2 Notice to Joint Holder. A notice, statement or report may be given or delivered
by the Company to the joint holders of a share by giving the notice to the joint holder first named
in the register of members in respect of the share. -

22.3 Notice to Personal Representative. A notice, statement or report may be given
or delivered by the Company to the persons entitled to a share in consequence of the death,
bankruptcy or incapacity of a member by sending it through the mail prepaid addressed to them
by name or by the title of representatives of the deceased or incapacitated person or trustee of the
bankrupt, or by any like description, at the address (if any) supplied to the Company for the
purpose by the persons claiming to be so entitled, or (until such address has been so supplied) by
giving the notice in a manner in Wthh the same might have been given 1f the death, bankruptcy
or incapacity had not occurred.

22.4 Persons to Receive Notice. Notice of every general meeting or meeting of
members holding a class of shares shall be given in a manner hereinbefore authorized to every
member holding at the time of the issue of the notice or the date fixed for determining the
members entitled to such notice, whichever is the earlier, shares which confer the right to notice
of and to attend and vote at any such meeting. No other person except the auditor of the
Company and the Directors of the Company shall be entitled to recexve notlces of any such
meetmg

ARTICLE XXIII
'RECORD DATES

231 ~Record Date. The Directors may fix in advance a date, which shall not be more
than the maximum number of days permitted by the Company Act preceding the date of any
meeting of members or any class or series thereof or of the payment of any dividend or of the
proposed taking of any other proper action requiring the determination of members as the record
date for the determination of the members entitled to notice of, or to attend and vote at, any such
meeting and any adjournment thereof, or entitled to receive payment of any such dividend or for
any other proper purpose and, in such case, notwithstanding anything elsewhere contained in
these Articles, only members of record on the date so fixed shall be deemed to be members for
the purposes aforesaid.

23.2 No Set Record Date. Where no record date is so fixed for the determination of
members as prov1ded in the preceding Article the date on which the notice is mailed or on which
the resolution declaring the dividend is adopted, as the case may be, shall be the record date for
such determination.
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ARTICLE XXIV
SEAL AND EXECUTION OF DOCUMENTS

24.1 Affixation of Seal to Documents. The Directors may provide a seal for the
Company and, if they do so, shall provide for the safe custody of the seal which shall not be
affixed to any instrument except in the presence of the following persons, namely:

(a) any two Directors;

(b)  one of the Chairman of the Board, the President, the Managing Director, a

Director and a Vice-President together with one of the Secretary, the Treasurer,

~ the Secretary-Treasurer, an Assistant Secretary, an Assistant Treasurer and an
Assistant Secretary-Treasurer; or

(©) if the Company shall have only one member, the President or the Secretary; or

(d)  such person or persons as the Directors may from time to time by resolution
appoint;

and the said Directors, Officers, person or persons in whose presence the seal is so affixed to an
instrument shall sign such instrument. For the purpose of certifying under seal true copies of any
document or resolution the seal may be affixed in the presence of any one of the foregoing
persons.

24.2 Mechanical Reproduction of Signatures. To enable the seal of the Company to
be affixed to any bonds, debentures, share certificates, or other securities of the Company,
whether in definitive or interim form, on which facsimiles of any of the signatures of the
Directors or officers of the Company are, in accordance with the Company Act and/or these
Articles, printed or otherwise mechanically reproduced there may be delivered to the firm or
company employed to engrave, lithograph or print such definitive or interim bonds, debentures,
share certificates or other securities one or more unmounted dies reproducing the Company’s
seal and the Chairman of the Board, the President, the Managing Director or a Vice-President
and the Secretary, Treasurer, Secretary-Treasurer, an Assistant Secretary, an Assistant Treasurer
or an Assistant Secretary-Treasurer may by a document authorize such firm or company to cause
the Company’s seal to be affixed to such definitive or interim bonds, debentures, share
certificates or other securities by the use of such dies. Bonds, debentures, share certificates or
other securities to which the Company’s seal has been so affixed shall for all purposes be
deemed to be under and to bear the Company’s seal lawfully affixed thereto.

243 Official Seal for Other Jurisdictions. The Company may have for use in any
other province, state, territory or country an official seal which shall have on its face the name of
the province, state, territory or country where it is to be used and all of the powers conferred by
the Company Act with respect thereto may be exercised by the Directors or by a duly authorized
agent of the Company.
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244 Execution of Documents Generally. The Directors may from time to time by
resolution appoint any one or more persons, officers or Directors for the purpose of executing
any instrument, document or agreement in the name of and on behalf of the Company for which
the seal need not be affixed, and if no such person, officer or Director is appointed, then any one
officer or Director of the Company may execute such documents.




SCHEDULE “B”

PACIFIC RIM STOCK OPTIONS

PACIFIC RIM OPTIONS
. [
. PFG OPTIONS TO BE
OPTIONEE OPTION EXPIRY PFG OPTIONS OUTSTANDING CONVERTED
' 'IDATE NUMBER |PRICE NUMBER PRICE

Brito, Jorge November 4, 2003 6,000] 0.88} 6,000 0.88
Church, Kathryn November 4, 2003 6,000 0.88 6,000 - 0.88]
DeWitt, David: November 4, 2003 60,000 0.88 60,0001 - 0.88]
Gehlan, Bili November 4, 2003 15,000 ' 0.88 15,000 .0.88
Henderson; Barbara November 4, 2003 25,000 '0.88 25,000 " 0.88
McLeod-Seltzer, Catherine November 4, 2003 200,000 0.88] 200,000 '0.88
Morales, Carmen November 4, 2003 2,000 0.88 2,000 0.88] .
Myckatyn, William November 4, 2003 60,000 0.88 60,000 - 0.88]
Petrina, A.J. November 4, 2003 60,000 - 0.88) . 60,000 - 0.88
Shrake, Thomas November 4, 2003 200,000 0.88 200,000 0.88

Sub-total ' 634,000 0.88 634,000 0.88
Brito, Jorge . . . February 4, 2004 4,000 1.49 . ..4,000 1.49
Church, Kathryn *February 4, 2004 12,000 1.49
DeWitt, David February 4,2004] . 40,000 .1.49
Gehlan, Bitl | - February 4, 2004 85,000 1.49
Henderson; Barbara " February 4, 2004| ~ 15,000 1.49
Krause, Steve ' - February 4, 2004 20,000 1.49
McLeodSeltzer, Catherine- February 4, 2004 150,000 1.49
Morales, Carmen ' February 4, 2004 14,000 - 1.49
Myckatyn, William February 4, 2004| - 40,000 1.49
Petrina, A.J. February 4, 2004 ' .- 40,000 1.49
Shrake, Thomas February 4, 2004| -~ 150,000 1.49

;- .Sub-fotal 570,000 1.49 4,000 C1.49].
Brito, Jorge September 24, 2004 24,000 1.3 24,000 1.3
Church, Kathryn September 24, 2004 .24,000 : :
DeWitt, David. - September 24, 2004 40,000
Gehlan, 8ill September 24, 2004] . 50,000 L RO N
Gonzales, Cecilia September 24, 2004 "~ 5,000 1.3 5,000 1.3
Henderson, Barbara September 24, 2004 -20,000 i L
Krause, Steve - September 24, 2004 : 5,400
MclLeodSeltzer, Catherine- | September 24, 2004 140,000
Morales, Carmen September 24, 2004 12,000
Myckatyn, William September 24, 2004 40,000
Petrina, AJ. ~ = September 24, 2004] 1 40,000
Shrake, Thomas: September 24, 2004| 140,000 .
e Sub-total |- . 540,400 1.3 29,000

MclLeod-Seltzer, Catherine “June 20, 2005 75,600 4.7
DeWitt David .~ “June 20, 2005 6,633 - 47
Myckatyn, William June 20, 2005 2,133 4.7
Shrake, Thomas - June 20, 2005 6,634 4.7

“Sub-total : 91,000 4.7
Church, Kathryn ™ July 4, 2006 © 53,000]. 0.29 53,000 - 0:29] -
DeWitt David July 4, 2008] 114,000 0.29 114,000} 0.29
Gehlan, Bill July 4, 2006 156,000 0.29 166,000| 0.29
Henderson, Barbara July 4, 2006] 46,800 0.29]. 46,800 0.29
Krause, Steve July 4, 2006 20,000 0.29 20,000 0.29
MclLeod-Seltzer, Catherine July 4, 2006 441,000 0.29 441,000 0.29
Morales, Carmen July 4, 2006 26,000 0.28 26,000 0.29
Myckatyn, William July 4, 2006 111,000 0.29 111,000 0.29
Petrina, A.J. July 4, 2006 109,000 0.29 109,000 0.29
Shrake, Thomas July 4, 2006 387,000 0.29 387,000 0.29

Sub-total 1,463,800 0.29 1,463,800 0.29
GRAND TOTAL 3,299,200 2,130,800

1.3]




SCHEDULE “C”

DAYTON STOCK OPTIONS
DAYTON OPTION
f ]
‘ v RESULTING PACIFIC.RIM*
OPTIONEE OPTION EXPIRY DAY OPTIONS OUTSTANDING OPTIONS
DATE NUMBER PRICE NUMBER PRICE
Blythe, Paul April 27, 2004 50,000 2.40 88,000 1.36
Donald, Douglas April 27, 2004 50,000 2.40 88,000 136
" [Eamest, Fred April 27, 2004 75,000 2.40 132,000/ 1.36
Fagin, David April 27, 2004 50,000 2.40 88,000 1.36
McLeod-Seltzer, Catherine April 27, 2004 50,000 2.40 88,000 1.36
Myckatyn, William April 27, 2004 500,000 2.40 880,000 1.36
) Sub-otal 775,000 2.40 1,364,000 1.36
Myckatyn, William June 29, 2004 187,500 1.86 330,000 1.06
Sub-total 187,500 1.86 330,000 1.06
Chaiban, Cesar June 29, 2004 9,500 2.40 16,720 1.36
Pardo, Roberto June 29, 2004 11,000 . 240 19,360 136
Sub-total 20,500 2.40 36,080 1.36}
Brunsdon, Scott April 30, 2002 100,000 1.90 176,000 1.08
Sub-total 100,000 1.90 176,000 1.08
Blythe, Paul May 28, 2005 20,000 0.95 35,200 0.54
Brunsdon, Scott May 28, 2005 75,000 0.95 132,000 0.54
Buchan, Robert May 28, 2005 50,000 0.95 88,000 0.54
Chaibun, Cesar May 28, 2005 5,000 0.95 8,800 054
Donald, Douglas May 28, 2005 - 20,000 0.85 35,200 0.54
Eamest, Fred May 28, 2005 100,000 0.95 176,000 0.54
Fagin, David May 28, 2005 20,000 0.95 35,200 0.54
Gomez, Daniel May 28, 2005 5,000 0.95| 8,800) 0.54
Goodman, Jonathan May 28, 2005 50,000 0.95 88,000 0.54
ivany, John May 28, 2005 50,000 0.95 88,000 0.54
Johansing, Robert May 28, 2005 50,000 0.95 88,000 0.54
McLeod-Seltzer, Catherine May 28, 2005 20,000 0.95 35,200 0.54]
Myckatyn, William May 28, 2005 350,000 0.95 616,000 0.54
Norman, John May 28, 2005 45,000 0.95 79,200| . 0.54
Pardo, Roberto May 28, 2005 7,500 0.95 13,200 0.54
Pinto, Carlos “May 28, 2005 7,500 0.95 13,200 0.54
Spencer, Janice May 28, 2005 10,000 0.95 17,600 Q.54
Turner, David May 28, 2005 40,000 0.95 70,400 -0.54
Sub-total 925,000 0.95 71,628,000 0.54
GRAND TOTAL 2,008,000 3,534,080

*Excludes two option grants to an employee of Dayton consisting of 100 options at $112.00 per share and 200 options at $45.00 per share. Both
options expire on March 26, 2002 and will therefore not be subject to the option exchange under the Amalgamation.
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investrent banking professionals have extensive experiencs n preparing valuations and frmess opinions,

Scope of Review
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| ending March 31, 2%3 June 30; 2001 and September 30, 2001; - co
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Assumptions and Limitations

We have mhed upon, - ami have: assumed; the ouxqptem«:ss, mmy mdfan: ymw:m n!‘,"ail,
infonmation, data; advios, opiions and eprescutations obiained by us:from public sources rprovided '
by Padific: Rimn and Dayton or otherwise pursuant to: ‘our engagement, We have ot aticmp
mdepcndﬁkﬂ the “accuracy ‘ot completenéss of any wich information, data;. advics; o
tations. - Senior managerment of Pacific Rim and Dayton has represenicd 10 us, o s’
, ul;;ﬁaeéakshmf, amgﬁa&aﬁxmgs, that the mformati dah,aéw :
mamns!a {m@:'ln{ormanm“} pr«mm ous “&y or'on hehaif of Pmﬁ

Habilities {m&nynt nra&ﬂwlse}; bm ape:mans atpfaqsééts an&ﬂmm : ang;
mﬁcn&faetwbx&xsofamﬁneuﬁawaﬂcﬂh&&fbmﬁm nnnuenrmska&ngm mytmtma!m

Tﬁ:s@p;moaumdewdasai the da&&mfm&_mﬁ&bm afmnmbmtsxndmmam :itf_

88, 4 : 16 ‘other maticrs, many 'hicixmheyo

Man&e&nﬂw&ammqmmcm hmm ‘oily given :
mdertike no wesponsibility for advising of 4 change in our opinion fmmysﬁanges v fack
ich may:oc mafm&edmbewof

the: ) ‘Kaywwd has ‘made several assumplions, induding that all of the couditions
- implement | will be merand . Gt the disclosure: pmwﬁe&im’ the Joint
Mauagmem Informatio Cnmiansaccm&e inall ‘matenial rspects.

We. ms:dmd the- Axm!gaxmxmu fom the Wcm of Pacific Rim. skmho!dm gmaﬂym& did vot
congider the specific. mwm_stmws, paﬂxcniaﬁy mﬂ: quect to mmme tax msc u ,_'bws, of 1 auy paxtcu}a:“
PacificRim shareholder. ‘

Opinion

msé?iaiwisﬁxmehmﬁtm&wwmmmarmw@gmm-fﬁmBWm,

< published or ofherwise use mﬁ\o“mmgnetwtitknam_ other thar a5 provi
t W@MM& 206&,!):%?&5&%@&!{&3@%0&

s
HAYWOOD

e e e e




Bw& apoa and subject. 1o the fmgning, anww& is af the. apmwa nsat, 28 of *thaa dae hemﬁ ﬁe
m is far fom & ﬁnmmﬂi poxnt of \ww

HAYWOOD SECURITIES INC:

HA W{}MQB‘

B A e i

EETRAETA TN




@ DUNDEE

SECURITIES CORPORATION!

APPENDIX E

Opinion of Dayton Financial Advisor

February 21, 2002

The Special Committee of

The Board of Directors of

Dayton Mining Corporation

Suite 2393, Three Bentall Centre
595 Burrard Street

Vancouver, B.C.

V7X 1K8

Dear Sirs:

EL Y4 LRI 1Y

Dundee Securities Corporation (“Dundee Securities”, “we”, “us” or “our”) understands that, on
January 9, 2002, Pacific Rim Mining Corp. (“Pamﬁc R1m ’) and Dayton Mining Corporation
(“Dayton”) (together, the “Companies”) annotinced the approval by their respective boards- of
directors of an amalgamatron (the “Amalgamation”) of the Companies, subject to shareholder
and regulatory approval. Under the Amalgamation, shareholders of Dayton common shares (the
“Dayton Shareholders”) will receive 1.760 common shares of Pacific Rim in exchange for each
common share of Dayton. "After the Amalgamation, the merged company wrll have
approxrmately 78,276, 794 common shares outstandmg

Dundee Securities also understands that a committee of independent members of the board of
directors of Dayton (the “ Dayton Special Committee”) has been formed for the purpose of
considering, reviewing and reporting to the board of directors of Dayton (the “Dayton Board”)
on, among other things, the terms of the Amalgamation. As part of its review, the Dayton
Special Committee and the Dayton Board have requested a written opinion (the “Fairness
Opinion”) as to the fairness, from a financial point of view, of the Amalgamation to the Dayton
Shareholders

The Amalgamatron is subject to a number of conditions, including the receipt of all necessary
regulatory and shareholder approvals. The terms of the Amalgamatron are more fully described
in the Notices of Annual and Extraordinary General Meetings and Joint Management
Information Circular (the “Crrcular”) which will be sent to Dayton Shareholders and Pacific Rim
shareholders in connection with the Amalgamatlon




BACKGROUND TO THE EN GAGEMENT

Management of Dayton and Pacific le ﬁrst dlscussed a possible business combination in
March 2001. Pacific Rim management visited the El'Dorado:site, but minimal work was done
until Pacific Rim completed the sale of its Diablillos project in November 2001. On October 16,
2001, the Dayton Board met to discuss a proposed Amalgamation whereby Pacific Rim and
Dayton would merge. The Dayton Special Committee was established on October 24, 2001 and
was requested to review and report to the Dayton Board on the proposed Amalgamation.

Dundee Securities was first contacted by one of Dayton’s independent directors on September
13, 2001 via telephone and advised of Dayton’s requirement for a fairness opinion. Dundee
Securities had further discussions with the independent director on October 18, 2001 and
presented a proposal to provide the Fairness Opinion to the proposed Dayton: Special: Committee
and its legal counsel on October 22, 2001. On November 5, 2001, Dundee: Securities was
verbally engaged to provide the Fairess Opinion to the Dayton Special Committee:: The terms
of the engagement are set out in an agreement executed:on. November .16, 2001 (the
“Engagement Agreement”), pursuant to which Dundee Securities was formally engaged to
provide the Fairness Opinion. R L

The Engagement Agreement provides for the payment to Dundee Securities of a fee for the
Fairness Opinion. In addition, Dundee Securities will be reimbursed for its reasonable out-of-
‘pocket expenses and indemnified by Dayton in certain circumstances. Dundee Securities has not
been engaged to prepare a formal valuation of erther Dayton or Pacific Rim, and the Falmess
Opm1on should not be construed as such DRIy P e

QUALIFICATIONS OF DUNDEE SECURITIES

Dundee Securmes 1s an 1ndependent Canadlan mvestment dealer provrdmg a broad range of
ﬁnanc1al advrsory serv1ces to corporatrons ﬁnanc1a1 1nst1tut10ns and md1v1duals These services
mclude ﬁnanc1a1 adv1sory serv1ces in the areas of mergers acqulsltlons dlvestltures valuatlons
and fairness opinions as well as equity tradmg and investment research. The professronal staff of
Dundee Securities have prepared numerous valuations and fairness opinions and have been
mvolved ina 31gn1ﬁcant number of transactions mvolvmg prrvate and pubhcly traded compames :

hereof has been approved for release by a commlttee of 1ts drrectors each of whom 1s
experrenced in merger, acqulsmon d1vest1ture and Valuatlon matters .

INDEPENDENCE OF DUNDEE SECURITIES =~

Dundee Securities is not. an insider, associate or affiliate of Dayton, Pamﬁc Rim or their
respectlve affiliates. Durmg the 24 month per10d prlor to the date first contacted regardmg this
engagement Dundee Securities has provided general ﬁnanc1al advrsory services and participated
in an underwrltlng for Dayton which closed on June 14 2000 To the knowledge of Dundee
Securltles Dundee Precious Metals Inc., a reporting issuer managed by an affiliate of Dundee
Securities, owns approximately 14% of the outstanding shares in the capital of Dayton. The fees




payable to Dundee Securities are neither contingent in whole or in part upon the closing of the
Amalgamation, nor are-they dependent upon the conclusions reached by Dundee Securities in its
Fairness Opinion. Other than defining the terms of our engagement, Dundee Securities received
no.instructions from Dayton-or the Dayton Special Commrttee in connectlon wrth the preparatlon
of the Falmess Opinion. / :

Dundee Securltles acts as. trader and: dealer both as pr1nc1pal and agent in major Canadlan '
equity markets and as such may execute transactions on behalf of clients or.on:behalf of the
Companies or their related entities for which it receives compensation.. -In addition, as an
investment dealer; Dundee Securities conducts research on securities and may, in the ordinary
course of business, be expected to provide research support and investment advice to-its clients
on investment matters pertaining to the Companies.

There are no understandings or agreements between Dundee Securities and the Companies or
any of their respective affiliates-with respect to future business dealings. Dundee Securities may,
however, from time to time in. the- future perform ﬁnanc1a1 advrsory or ‘investment bankrng
services for the Companres « DT T T :

SCOPE OF REVIEW

In preparmg the F airness Opmlon Dundee Securltles has among other thmgs rev1ewed and
where it considered appropriate, rehed 'upon or carried out, among other thlngs the following:

In Respect of the Compames

4 draft of the Circular (the “Draft C1rcular”)
the draft amalgamatlon agreement setting forth the terms of the Amalgamatlon
press releases of the Companies from January 1, 1999 to present;
current and historical stock market trading mformatton relating to the common shares. of
the Companies; o o
5. .asummary of stock options held by directors, officer and. employees of the Compames as
- at December 31 2001; and . o
6. such other ﬁnan01al market corporate and mdustry 1nformat10n mvestlgatrons and
~ analyses, research and testing of assumptions as Dundee Securrtres consrdered necessary
or appropriate in the circumstances. ,

B o

In Respect of Dayton:

.. . dlscussrons with the aud1tors of Dayton
‘ dlscuss1ons with management and directors of Dayton regardmg Dayton 1ts operatrons
.+ and financial condition and the Amalgamation;
3. the interim unaudlted financial statements of Dayton for the three SiX. and nme month
periods ended March 31, 2001, June 30, 2001 and September 30, 2001 ‘
4. the audited ﬁnancral statements of Dayton for the three fiscal years ended December 31,
2001; :
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5. an officer’s certificate of Dayton stating; among other things, that as at February 21, 2002
the financial position of Dayton had not changed materially from that disclosed in the
audited financial statements for the fiscal year ended December 31, 2001 and the interim

- unaudited financial statements for the three month periods ended March 31, 2001, June
30, 2001 and September 30, 2001;

6. the Notice of Extraordinary General Meetings of Members and Joint Management
Information Circular for Dayton Mining Corporation and erage Resources Corporatlon
dated February 24, 2000; '

7. internally generated monthly reports w1th respect to the Rawhide Mine;

8. the Feasibility Study for the El Dorado Gold and Silver Project, July 2001; and

9. cash flow models prepared by Dayton for its operations and development projects.

In Respect of Pacific Rim:

1. discussions w1th management and directors of Pacific Rim. regarding Pac1ﬁc Rim, .its
operations and financial condition and the Amalgamation;

2. discussions with the auditors of Pacific Rim; :
the interim unaudited financial statements of Pacific Rim for the three six and elght
month periods ended July 31, 2001, October 30, 2001 and December 31, 2001;

4. the audited financial statements of Pac1ﬁc R1m for the three ﬁscal years ended Apnl 30,

- 2001;
5. a review with management of Pacific Rim’s exploration properties; and

6. an officer’s certificate of Pacific Rim stating, among other things, that as at February 21,
2002 the financial position of Pacific Rim had not changed materially from that disclosed
in the audited financial statements for the fiscal year ended April 30, 2001 and the interim
unaudited financial statements for the three month periods ended July 31, 2001 and
October 30, 2001, and the eight month period ended December 31, 2001

SITE VISITS

Dundee Securities has not conducted site visits in preparation of the Fairness Opinion but has
visited the Rawhide and Andacollo projects as part of their ongoing research coverage of the
mining industry. Dundee Securities personnel have knowledge including, but not limited to, the
region’s geology, exploration and working practices, country laws and regulations.

KEY ASSUMPTIONS AND LIMITATIONS

Dundee Securities has relied upon, with the Dayton Special Committee’s approval and as
provided in the Engagement Agreement, and has assumed the completeness, accuracy and fair
presentation of ‘all financial and other information, data, advice, opinions or representations
obtained by it from public sources, or provided to it by Dayton or Pacific Rim or their
subsidiaries or affiliates. Subject to the exercise of our professional judgement and except as
expressly described herein, Dundee Securities has not attempted to verify independently any of
such information, data, advice, opinions, representations, business plans, forecasts and
projections or whether any changes have occurred in any of such information after the date any
of the same were provided or obtained.




Dayton and Pacific Rim have represented to Dundee Securities, in certificates dated as at the date
hereof that, among other things, the information, data, advice, opinions and representations
provided to-Dundee Securities are complete; true and correct in: all material respects and do not
contain any untrue material fact or omit to state any material fact so as'to make the statements
made not misleading in light of the circumstances in which they were made and that since the
date the relevant information was provided, there has been no material change in Dayton or any
of its subsidiaries and no material change has occurred in the information or any part thereof
which could reasonably be expected to have a material effect on the Falmess Op1n10n

In preparmg the Fairness Opinion we have assumed that the disclosure in the Draft Circular with
respect to the proposed Amalgamation, the conditions' thereof and the parties thereto is accurate
and complete. The Fairness Opinion is rendered on the basis of securities market, economic and
general business and financial conditions prevailing as at the date hereof and the condition and
prospects, financial and otherwise, of Dayton and Pacific Rim as reflected in the information and
documents reviewed by Dundee Securities and as they were represented to us in our discussions
with the management of the, Companies. '

Dundee Securities believes that its'analysis must be considered as ‘a whole and ‘that selectmg
portions of its analysis and of the factors considered, without con51der1ng all factors and analy81s
in connection with the preparation of the Fairness Opinion, could create a misleading view of the
processes underlymg the Fairness Opinion. The preparation of a fairness oplmon is a complex
process and is not necessarily susceptible to partial analysis or summary’ descrlptlon Any
attempt to do so could lead to undue emphasis on any particular factor or analysis. In our
analysis we have made numerous assumptions with respect to 1ndustry performance general
business and economic condltlons .and other matters many of which are beyond the control of
any party 1nv01ved in the Amalgamatlon

PRIOR VALUATIONS

The nanagement of Dayton and Pacific Rim have represented to’ Dundee Securities that there
have been no prior valuations or appraisals in réspect of Dayton or Pa01ﬁc R1m in the 24 months
prior to the date hereof.

APPROACH TO THE FAIRNESS OPINION

In assessing the faimess of the Amalgamation, Dundee Securities employed a number of
financial techniques commonly used in the investment industry. These techniques included the
Net Asset Value Approach (“NAV Approach”), the Market Value Approach and the Comparable
Transaction Approach. For the purposes of the Faimess Opinion, value means fair market value
which is defined as the highest price available in an open and unrestricted market between
informed and prudent partles acting at arm’s length and under no compulsion to act, expressly in
terms of money or money’s worth before considering the effect of the Amalgamation and
without any downward adjustment to reflect the liquidity of the shares of Dayton or Pacific Rim.




Net Asset Value Approach

In our oprmon based on our knowledge of and experrence in preparmg valuatrons for the mining
industry, the NAV Approach is a useful method for determmmg the fair market value of Dayton
and Pacific Rim because: : : : .

1. . the value of each of the assets and 11ab111t1es of each company are est1mated separately
employing the valuation method that i 1is most relevant or approprrate to. that particular
asset or liability;

2. the value attributable to exploration. assets‘ of each company, which do not contribute to

~ the current cash flow, can be recognized; and,

3. the NAV Approach 1s a fundamental and wrdely accepted method used in Valumg mlnmg
companies. : . .

In our analysis Dundee Securities utilized internally generated financial models to determine the
net asset values of both Dayton and Pacific Rim. Dundee Securities also considered estimates
provided by management of the financial conditions of Dayton and Pacrﬁc Rim at the antrcrpated
closing date of the Amalgamatron

Marketl Value ‘A‘pproach ‘

Dundee Securities has reviewed and considered the historical stock market prices and volumes of
Dayton and Pacific’ Rim prior to and subsequent to the announcement of the proposed
‘Amalgamation, and the ratio of the trade-weighted pnce “of their shares. Trading p'rrces’of
Dayton and Pacific Rim over the twelve-month period prior to the announcement of the proposed
Amalgamation may not be reflective of their underlying net asset values. As at the date of this
Fairness Opinion, values reflected in the public equity market for international j junior mining
exploration and development companies, are generally below their et asset values although

ups1de and financial strength
Comparable Transaction Approach

Dundee Securities reviewed and considered publicly available information for a number of junior
mining explorat1on companles and conducted such other analyses and 1nvest1gatrons as were
deemed necessary, in the c1rcumstances : :

OTHER CONSIDERATIONS ' -

Dundee Securities considered a number of other factors in determmmg the fairness of the
Amalgamation. These factors 1nc1ude o

I. the combination of the El Dorado property, an advanced exploration project, with |
additional cash from Pacific Rim;




2. the potential conflicts of interest between Dayton and Pacific Rim resulting from having
common directors;

3. the costs associated with having overhead expenses of two companies; and

4. the general inability to finance mining exploration and development activities, in context
of current equity market conditions.

FAIRNESS OPINION

This opinion may only be used or relied upon by the Dayton Special Committee and the Dayton
Board in connection with their review of the Amalgamation and may not be relied upon by any
other person without the express prior written consent of Dundee Securities. Dundee Securities
understands and agrees that the Fairness Opinion may be reproduced in full or summarized in the
Circular, however the Faimess Opinion does not constitute a recommendation as to whether or
not Dayton Shareholders should vote in favour of the Amalgamation. This opinion is given as of
the date hereof and we disclaim any undertaking or obligation to advise any person of any
change in any fact or matter affecting our opinion that may come or be brought to our attention
after the date hereof. In the event that there is any change in fact or matter impacting on our
opinion after the date hereof, we reserve the right to change, modify or withdraw our opinion.

Based and relying upon and subject to the ‘foregoing and such other matters as we have
considered relevant, Dundee Securities is of the opinion that the terms of the Amalgamation are
fair, from a financial point of view, to the Dayton Shareholders.

Yours truly,
“Dundee Securities Corporation”

DUNDEE SECURITIES CORPORATION




APPENDIX F

Pro Forma Combined Unaudited Financial Statements Of Amalco

AMALGAMATED
PACIFIC RIM MINING CORP..
{An Exploration Stage’ Cortipany) |

‘PRO FORMA COMBINED CONSOLIDATED:
FINANCIAL STATEMENTS

31 DECEMBER 2001
In'Thousands of U.S, Dellars:

‘(Unatidited - See:Compilation Reporty

"STALEY; fOKADAfiCHANDLER “‘&:SCOTT
Chartered Accountants:




COMPILATION REPORT TO THE DIRECTORS

‘We:have reviewed, asto compilation onl‘y, the accompanying pro: farma .combined consolidated ‘balance sheét: of
Amalgamated Pacific:Rim Mining. Corp. as at 31 December2001 and the pro forma combined consalidated:statement.
of“operations for the ‘year then ended. These pro forma combined consolidated financial statements have been
prepared for indusion in-the information’circular felating to'the proposed amalgamation of Dayton Mining:Corporation
and Pacific:Rim:Mining Corp.. Iniour opinion, the pré forma-combined consolidated balance’ sheet and the. pro forma
combined consolidated ‘statement .of operations have been propery. compiled to ‘give -effect’ to: the: proposed’

transactions and assumptiens desaribed inthe notes thereto.

“Stafey, Okada, Chandler & Scott”

Langley, B:C. STALEY', OKADA, CHANDLER & SCOTT’
10 February 2002 CHARTERED ACCOUNTANTS




Amalgamated Pacific Rim Mining Corp. : - Statement:
(AN Expioration Stage Cornpany) )

Pro Forma Combined Consolidated Balance Sheet N

As at:31. Decermber 2001 v o

In- Thousands of U.S. Dollass

Unaudited - See Compitation Report,

Pro:Forma
Adjustrments
~ and Pro Forma
‘ Eliminating Amaligamated
e : Dayion Mining: Pagcific Rim: Entries Padific:Rim
ASSETS ) . Carporation: Mining.Corp. {Note 2) Mining Corp.
Current ‘ v S
Cash and cash equivalénts ) 3 1537 % 1,703 § {350y ¢: % 2890
Investments in'marketable securilies 76 - - 76
Ofther receivables and deposnts 234. 13 = I 2 4
1nventor1es 9.01% - - 9:011
10868 - 1Tie (350} ' 12224
: P(Q'Qérty,' Plant'and Equipment ' 10'.465‘ amg {1004} a 11,580
Closure Fund’ o 3217 - - 3217
$ 24540: $ 3835 $ (1354 § . - 27021
. LABILTIES
Current : T ‘
Aocotnts payable and accrued llameIes 3 3475 & 51§ - $ 3.226
Loan payable 6 a telated party 1:849 - - 1,849
“Aceruedclosire costs ' 2,518 - Crosh 0 e o 22518
Z5a20 54 - | 7593
SHAREHOLDERS' EQUITY-
sharevCapital {Nota 3) 53810 21,783 (21,783} b . .
L ) ‘ 2780 b 56590
Deficit. (36:812§ (17.999) 1,004} a.
o : : 19 003 b .
(350) - ¢ {37:162)
16,998 3.784 {1,354) 19,428
$ 24540 % 3835 % {1,354) $ 27,021

ON BEHALF OF THE BOARD:

“Catherine MclLeod-Selfzer”, Director

“Thomas C. Shrake”, Director

- See-Accompanying Notes -




Amalgamated Pacific Rim Mining Co Statement:?
A Exgwaﬁon Stage Company); oo, T
Pro Forma Combined Consolidated Statement of Operations:

Forthe Year Ended:31. Decetmber 2001

AN ThotSands of U-S: Doffars

Unaudited - Séa Compiiation Réport

Pro.Foima
Adjustrents
: and
Eimmahng .
Baylori Mining: ‘Pacific Rim Enfies ¢ in
-Corporalion: Mining:Corp {Note 2} Mmmg Corp:
Reveniie: o L . o
Hees: ¥ 14913 $- s $ s 14943
Cost ofSales .
:,0 eraﬁngoosfs i 3 545 k N 13 545
Depreciation; depiehon and-amorization: 2980 o | 2.980
'16.»5.2,5 e 16.525
11.612 o - v (1612) .
»Operaﬂng_Expenses o
_Gener and: adnnmsfratwe 4, a3 300 i q 431
‘ “700¢ 122 95 & ‘947
! g gnexmange 66" 7 “73
Wnle—dovm -of marketable securmes 70 8 * 70
Write=dowr arcaplta! assets g 54 E 54
Interest and bank: charg -hel: (208} N K {225).
1,759 466" 95 2:320
Loss Before the Undemnoted 3,371 466, e 3932
“Offier expenses (Nofé 20): o T 350 350
Loss 1or the Period $ 3371 & 46 3 5. 8 4282
-$ 005

mberareomon:

78.276.794

~See Accompanying Notes -




Amalgamated Pacific:Rim Mining. Corp.

(&0 Exploration Stags Company).

Notes to Pro Forma Combined Consolidated Financial: Statements

31.December 2001

in Thousands of .S Dollars
Unaudited - See Compilalion - Repoit

1

Proposed Arrangement and Basis of Presentation

The accempanying pro farriia ‘combined consolidated financial staténiénts have been compiled for

_‘purposes’ of’ indusion ifi. the inforfiation eircular rélating to the: ‘proposed amalgamatron of ‘Dayton
Mmmg Corporatio ('Dayton‘) and: Pacific:Rim Mining Corporation ,("Paé er') “The combined
‘companies; for these: ﬁnancral staterrients, are scalled Amalgamated Pactfic: Rim ;Mlmng iGarp.

("Amalco?). Pursuantto: the amalgamatlon each Pac Rinvshareholder: wﬂl beasentitle

‘Amalco share in exchange: for-each: Pac Rim:share and-gach Dayton shareholder wdi be entitled to:

., receive: 1.76: Amalco: shares for each Dayton share held. The pro: forma oombmed consohdated

ﬁnanc:al statements give: effect to: the. proposed. arrangement : e

o The pro:forma combined consoelidated financial statements should be read n; conjunotlon with:the
-“r-historical ‘financial: statements .of each’company and-6ther information: referred {0
' :c;rcular Flnancxal statements of Pac Rim as:at:31 December 2001 and for: the e|

dndthe information
.month period,

vwere used “in the preparatwn of the “Pro:. forma combmed consolldated bafance sheet as at‘

31 Deoember 2001 and-the: pro; furma combined consolidated statement; of operatlons for the twelve
m nth penod ‘then..ehds 1.
presentation of the finandgal statements as a whole:

d. Use of only an elght morith. period of Pac Rim is immaterial to the

As:this proposed transaction will result itithe former Shareholders of Dayton owning greaterthan 50%

‘ofnew Pac Rim commorn: shates, thesacquisition has'been tieated as’a reverse ‘takeGver with:Dayton
_rdentrﬁed ‘as the acquirer. The' ‘purchase miethod of accounting has: ‘been apphed with the:shares

issued-as consideration: bemg recordediat the fairvalue of the net:assets.of Pac Rim:which.has: been

‘determined to be equal to the net book value of PacRim.,

Pro Forma Assumptions and Adjustments

“The:pro forma ceimbined .consolidated balarice sheet-as at 31 December 2001 has been prepared
:assuming that the’ transaction eelated ta thé proposed arrangement ocourreéd onithat.date’ The:pio
fomma combined sonsolidated statement 6f opefatiohs for theiyear énded 31 ‘Heéembér 2001 has
‘been compiled. assuming-the - tranisaction relating to ‘the ‘proposed -arrangement: occured, at the
‘beginningof the: penod presented This pro forma gombined consplidated statement:of: operatlons is
-not necessanly indicative of the: results: of ‘operations ‘that_would ‘have been attalned had ‘the

acquisition taken place atthe beginning of the period presented and.dees:not:purport-to-be indicative

ofthe effects that may be expected to-ocaur-in:the future.

The pro formé ‘combined consolidated findncial statements give effect to the following:transactions:

4y Dayton's accounting: policy is“to expense exploration expenditures:as incurred. Therefore, Pac

Rim:has matched this-policy resulting in.awrite=down of mineral property costs;

BY: Acqulsmonvof RacRimi and related elimination of Pac Rim's share capital and deﬁcit'»-énd

¢} Merger costs 6f $350. pursuant to the proposed: arrangement between Pac Rim and Dayton have
been expensed.




Amalgamated Pacific Rim Mining Corp.
{An-Explondtion Stage Comp

Notes to Pro Forma Combined Consolidated: Fmanclal Statements
31 December 2001

in.THOUSands of U:S::Doflars.

‘Unatdited - Se& Cofpifation Report.

3. ‘Share.Capital

 Ditails 4re as Tollows: R o
b | Nuiber 7 AwGUAC

;Authcmzed ‘ : i
1. 000 0 000 common shar% thhout par va!ue

sammnon S
Shares 1ssued oftacquisitiori of: Pac Rimy S o ?78 194 |

Pra: foma balarice - 31 December 2001

4§




APPENDIX G

Pacific Rim Audited Consolidated Financial Statements
(For Year Ended April 30, 2001) and
Pacific Rim Unaudited Consolidated Financial Statements
(For Eight Months Ended December 31, 2001)

PACIFIC RIM MINING CORP.
{(An Exploration Stage Company}
‘CONSOLIDATED FINANCIAL STATEMENTS!
31 DECEMBER 2001,311 JANUARY 2001
and

‘30 APRIL 2001, 2000 and 1999°

In Thousands of U.S. Dollars

STALEY, OKADA, CHANDLER & SCOTT
Charfered.Accouniants




REVIEW ENGAGEMENT REPORT

To-the Shareholders of Pacific Rim Mining Corp:,

‘We have reviewed the. interim; consolidated balance sheet ‘of Pacific Rim’ Mining Coip.. (An Exploration. Stage:
Company)-as at-31 Becember 2001 and the stateménts of changes in:sharefiolders” equity;: cperétiohs'iéhdtﬁa“s‘h‘ﬂo;ﬁsﬂ
for the eight:months.then ended. ‘Our review was made in accordance with Canadian-generally-accepted standards-
for review engagements and accordingly consisted primaniy: of enqgiry, analytical procedures and :disbus’sidnf[eléted:
‘torinform ati,dnjsﬁppliéd'to us by the ‘cofhpahy. ‘

A review ‘does not constitute an audit and ‘consequently ‘we do not express: an audit opinion on these. interim-
consolidated: inancial statenients:

Based on ourreview, nothing Ras come fo our attention:that causes us:to’ befisve that'these interim: consolidated:
financial statemerits aré riot,.in“4ll miaterial respects; in:accordance’ with Canadian. generally ‘accepted actourting:

principles:

The comparative figures as‘at:31 January:2001 and fot ttie nine’months:then‘ended:were prepared by m’anageme'nt.\

“Staley; Okada, Chandier & Scott™

Langley; B.C. ' STALEY; OKADA, CHANDLER'& SCOTT"
10 February 2002 " CHARTERED ACCOUNTANTS




AUDITORS"REPORT

‘Toithe Shareholders of Pacific Rim Mining Comp.::

"We have: aud"rted the consohdated balance. sheet of Pacific le Mlnmg Corp {An: Exploration Stage Company) as:al:
30.Apnt: 2001 2000-and 1999 and:the: consolidated statemerits of changes:ift: shareholders' ‘eqUtty, operattons ‘and-
cash flows for the years ended'30-April 2001, 2000.and:1999. Thesé finandal statements are the responsibility of the
company’s-management: Ourresponsibility is to express an opition on these; fi nanaai statements based on-our
audit:

We: conducted our-aiidit in ‘accotdance with Canadian generally accepted audifing standards. ~Those standards:
r:equifezith‘a.‘weg plan:and perform an audit to'obtain reasonable:assurance whether the financial statements are free of:
riaterial misdtatement. AR ‘alidit inclides’ sxamining, o a“test basis, ‘evidefice Supporting the amounts and
, di‘sdosures”‘in the: fi hanéiéi' sfat"éments An audi't' also includes -assess)ing the acooun’ﬁhg pﬁhciplés usgd and.

ln our:opinion; these consolidated financial: statements: present fairly, ‘in:all material respedts, the financial positior:of
the :company as at 30Apn :.2001 2000 ‘and, 1999 and the resulls:of its;changes in‘share vho]ders«??equuty eperatlons—:
arid ¢ash flows for the years ended 30:-Aprili2001,°2000:and 1999 in’ accordance: with Canad:an generall?{ ‘goeepted:
acoounung pnncsples As: réi \uwed‘_by the Compary’ Ad of Bntlsh Columbia, we report that m our oplmon these

principles have been: apphed on:a basisrconsistent with that of the precedmg year
“‘Staléy,f-Okada, Chandler & Scott™

Larigley; BC. ' STALEY, DKADA CHANDLER & SCOTT
23.July 2001 - CHARTERED ACCOUNTANTS




Pacific Rim Mining Corp. Statement 1
(An-Exploration:Stage Company) ' :
Consolidated Balance Sheet

' Thotisands of U.S. Doflars

31'December 31 January 30°April 30:Aptil 30 April

‘2001 ) 2004 2001 2000 1999
{Unaudited) {(Frepared:by:
_ASSETS ‘Management)

Current
Cash'and shortternt ) ) ) . Tl T,
investmerits $ 1,703 % 1200 $ B0 % 874§
Accountsfeceivable T 1
‘Brgpaidexpenses and: : oo e T e N ) e
dsposits 6 & P i o

1,716 1.207 ‘908 896 4957 )

" Mirieral Property Costs ‘ co : — B i et
=~ Scheduiei(Notei2) .. C.o .. .2peb.. . BT .'909 . 3047 2097 -

Investment in Salfa Gold | S I TN
Ltd. (Note 3) - 2.366 2356 2348 2366

CapitalAssets (Note 4} 54 ‘ As7 T 152 i
Incorporation Costs - - - - 36
$ 3835 §. 4573 5 4088 6413 3 §:584

LIABILITIES

“Current’ :
Accounts payable:and R Co . ) L .

17 5 T

acerised liabiliios $ sy eSS 3B § - 75 g g

' SHAREHOLDERS' EQUITY. . .

. ‘Share Capital (Nofe 5).
Authorized: e
100,000,000 commonshares without par.vaiue
Issued.and fully paid:
23:498:600 shares

- Statement 2 21783 21764 21783 17,422 Cazder

Deficit - Statement 3. 17,999y (17.276Y. {(17,533). (11.284). {7:899)
. 3784 4,458 4250 65138 9,482
$ 3,838 ' 4573 % 4788 3 5413 % 9584

 ON BEHALF OF THE BOARD:

“Catherine McLeod-Seftzer” Director

“Thomas €. Shrake”, Director

- See Accompanyirig Notes -




- SeeAccompanying Notes -

Pacific.Rim Mining Corp.’ " Statement:?
(AR Exploration Stage Compang): o -
Consolidated Statement of Changes in Shareholders”Equity.
i Thotsands 6f U5, Dolfars ‘
CommonShares ‘ < pcamutated:
Number” co AMGUNRt Deficit Total
Balance - 30.Aprii 1998 20417:370 §. . 15926  § . (4.637): % 14,289
Issuanice of shares for ; _ ) o ) )
-Exerdse of warrants: ©oA3vgee0- © 1358 I w 4,358
- Property 100.000 97 e 07
~ Losstorthe year. . = o ) _{8.262) (3 262)
Balance = 30-April 1999 2’1_;595\,3;70- 17.381 (7:899) 9,482
“Issuance of shares for o ] - D
~Exerdise:of options 40 200' 29 S 29
~Property 15 000" 12 L 42
‘Lossfor the year - i {3.385) » (3 385)
Balance 30 April:2000 21850570 17422 - {11,284) 6138
Isstance of shares for T
+EXercise . of oplions. 40500 40 o 40
=Spedial warfants 4,707.530" 4,763 e 4,753
- Einancing costs: = {451} = {451y
Loss forthe ‘period Bt - {5:992): (5 992) .
Balance =31 January 2001 23.398,600 01764 (A7:276) 4,488
- Issuance of shiares for ‘ . .
- Séttiement of fawsdiit 1007000 19 o 19
Loss forthe period - (257). (257)
Balance - 30 April 2001 2837498.600: 21788 (17,533} 4250
~ Lossfor the period - = {466)- {466)
Balance’- 31'Dacembier 2001 ~ - 231498:600°  § P1788 R o - (17.999) $ 3784



Pacific.Rim Mining Corp. - Statement 3
An Exploraion-Stage any)y: o — =

:Consolldateda<Sfatement of Operations
In Thélsands of LS -0okars

Elght Moriths: Nirte. Moriths: Year “Year Yaar
‘Ended “Ended Ended -Eﬁ'ded “Endéd
31 Degember 31 January . 30 Apnl 30 Apil '30 -April

2001 2001 . 2004 2000 1999
(Unaud:’fed) {Preparsa by i
‘Management)
Opeérating Expenses’
Wages andemployes ) o ) o N
‘Berefls’ 8 127 % 247 E 269 % 248 3§ . 280
WWrite-oft of mineral s v ! e
property cosis 122 5849 5804 £13
Office; secretanatand ) o B o
__.bookkeeping 76 67T 99 a3
_ertedown of.capital B
- Bésels: 54 s _ = = o
PIOfesstonal fees: : i26 38 T4 =49 .81
Audit.and awounhng 26 38 44 3T 43
Rent 18 40 5% 52 o 48
‘Sheterivlder nfermation 12 -49 51 86 .82
“Foreign: exchange toss: . .
{gain) 7 {61y (o). (151 17
‘Amorizaton [ 6 16 18 : 15
Travel 5 -24 224 22 . .30
Transfer, agent fees: 5 13 14 9 "6
Lxstmg ,nd filing fees 2 10 14 9 - b
Los§on equityiriestments - - 9 24 i +30
Consulhng - - - - 17
Wiilegfof rneorporatnon ) )
00515 - - n 42 . 3
lnvestmentand bank _— [ s . e
ieharges, net {17} {98) {10} {18y (259) .
LossfortheP jod’ (466}, (5892 162485 (3;385) {3.262)
Deﬁcﬂ Beg[nrzmg of - h T ’ h
penod {17,633y (11:284). (14,284 (7.899) {4637
Deficit - End of Period S (17,899} ¥ (17,276} -3 (17:533) $ (11.284) 1% {7:899)
. Loss per.Share -Basic $ (0.02): '$ (028 '$ {027y % {048) 3 {016

- See Accompanying Notes -




Pacific Rim:Mining Corp. Statement:4
{An Exdloration-Stage. Company): o
Consolidated Statement of Cash Flows:
D Thousands of .S Dollars
Eight‘Months Ning:Moriths: Year Yeéar Year
___ ‘Ended Ended ‘Ended Ended ) Ended
) Docember 34:January 30 Apil 30:Apal 30 April
T 2004 2001, 2001 2000 1899
CastiResources Providéd (Unatrdited) (Propared By
By {Usedin) ) Management).
OperatingActivitfes _ .
LGs§ forthe pericd 8 (466} :$ (5.992). - (6:249) % {3:385), :$ (3:262)
{tems ot affecting cash
Write-offof rmitieral . p e c .
properiy:costs: 122 5649 5804 2,845 2773
-Loss on equity. ) o )
investments: . - 9 21 30
Amortizaton 6 6 16 18 15
Writezdown otcapital: ' ' )
_ assels; o4 - - = -
Wnte-off of- .
incaTporation tosts - ~ -4 =
(284) (337 (420) {459) (444
Ghangesin: . ) o ) A .
~-AGEoURTs Tecsivable 10 4 £12), 6 5y
-+Hiepaid expenses 15 11 4 5 {3y
“HAGCOL spayable 43 { 190) {237) T3 .43
Castiugedineperating L . o e
‘achivites: {246) {542} (613 (275) __{409)
nvesting Activities
Minieral property casts | 1,084 {3:456y. {8:638) (3,783). {2:326¥
 rivestmentin Salta Gold s L
‘i . {18) “n {3) (50
Purchass ofcapital assets (5) {(30) 37) (12 (26
‘ncorporatioriicosts - - {6); -
Cash provtded by (used j
“nyinvesting golivites 1,079 {3:504) {3,692} (3:804) 2:402)
F\nancing Activxues )
i ¢ - 4,342 4,361 29 1:358
ﬁnancmg activmes 4:342 4364 29 1,358 .
fNet Incraase (Decrease) in o . S [
‘Cash:forthe Period” 833 826 tay {4,050) {1459
Gashiposition'- Bagiriing o ) ) »
. ofpenod . ‘#70 874 ‘874 4.924 6,377
Cash Position - End of
‘Penod: $ 1703 °§ 1:200 ‘870 1§ 874 % 4:924 .
Supplemental Sc@edule»ot,Non-Cash Transactions:.
Deferréd-amdrlization’ s -3 19 28 - g -
Selllementof fawsuit $ LS E 19 3 B @
Sharesisstied formnineral ) . N
“property,costs 2§ - - % 12 % 97
Transfer-of investmentin. )
Salta Gold Lid. 16 .
mineralproperlycosls - § 2,357 % - - 3 - 3 =

- 8ée Accompanying Notes'-




Pacific. Rim:Mining Corp. . . Sthedule
: inioration-Stage-Company) Schedule

Consolidated Schedile of Mineral Property Costs -

I Thaisangds of U:S-Dollars

Eight Moriths Nire Montis ear Year Year
‘Ended _ ‘Ended Ended Erided ‘Ended
| Decamber 31-January 30 Apnl 30 ‘April 30 ‘Apil
T 00 7 o001 2001 ' 2000 1999
Hnaiiditen) {Prepared by ‘ .
. ) ‘Managemeni)
Direct
South American: Propemes
bHI E ‘ :
$ (1,301}, '§ - g - 8§ SR -
'Vaﬂousdalms ’ ' ' ”
- fnvestigation eosts 122 386 442 562
“San Fraricisto daim: 95 136 512 : 73
‘Luigho g 2818 1 469 . -
‘Prometsdiora clainm - “T6 58 . : 24
‘Cofradiz:and g’ Espina - - 1 096 1997
Cerro:Blanco ) u = =34
Fartasma - o 198 ;227
Brilaits daiis - 59 22 512
_COsts (Recovery) for the i
‘Period {1;084) 3475 3666 3795 2423
Balance - -Beginring of 3 . AU o L
. .period _ 909 3047 © 3047 2097 2,447
Transter of mvestmenu_n, " o ’ o
Selta Gold:Ltd. 1o ; .
‘mineralproperty costs 2381 .. < : E - -
Wnte-offofmmerai I i s o e N
‘property costs. (122) 15;649). (5:804)
Balance - End of Period :$ 2,060 § 873 % 909 73 3047 $

~See AccompanyingNotes =




Pacific Rim Mining Corp.

HAD Em!oiat_ron Stage Company):

Notes to Consolidated Financial Statements
‘31 December 2004

' Thidisands 61U S boltars

1. Significant Accounting Policies

@) Nature of Operations

by

- The: company: is: in-the process of explonng its: mineral propemes andhas:not yet determined

whéther these” propertzes ‘contain ofé.reserves that are économica fy recoverable:

. Mmera\ ,expioranon Gosts, ‘mciucﬁng such travel. and admmnstratlon sgosts: relatmg dlrecﬂy to

lnv%tngated title’ 10 alf: of lts mmeral properties: and to the best of its knovwedgelgnﬂe to all of its
propemes isin good. standmg e S

Gonsolidation:- .

compantes

)

iy

ii;’)

Interational Pacific Rim S.A. was incorporated in-Argéntina’on 10:July 1996 ‘The oompany
owWns. 100% “of ‘the- lssued share cap:tal The subsidiary is-involved in ‘mineral propérty
exploratton o I ’ Tl '

:F’.‘éi:iffd Ri -‘aa '

Mmera Pacific le SA de i was: mcorporated o Mextco on 11 September 1997 and
Exploradora Pacnm Pem SAC was: mcorperated n Peruon: 3 June 4999, The company.
owns100% of the lssued share capltal The subsnd iaries are. currenﬂy inactive.*

Minera Padfic: Rim Péru SAAC. was mcorporated in-Peruon 10 June 1998 The, company.
owns: 100% ‘of the issued share ‘capital. The subsidiary is; mvotved in mineral property.
~exploratnon
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Pacific. Rim Mining Corp.
Mn Exploration:Stage Company).

Notes to Consolidated Financial Statéments

31.December 2001

I Thousands of LS Dollars

1. Significant Accounting Policies'. - Contnuéd: R ’

b)

Consolidation = Continued"

These consolidated finandal statements ° 1ndude the:: r%ults of all, of ‘the: above subsndlanes
operations: frem theé dateof |nc0rporat|on 10! the pen0d~end dats: v

‘company was lncorpofated in 'the“Caym‘an 1s{ands on“25 June 1996 to hol
PFG Argentina,,

‘ These consohdated ﬁnanmal statements nnclude' he res”'"

«©)

e}

; 'consohdated ﬁnanc:al statéments inel ude the.resutts of operauons for Saita and PF G Argentlna

Qash and_ -Short-Termvlnvestm,ents

Eor-purposes:of reportmg cash: ﬂows the: cqmpany consaders cash and short temr. mvestments to

varymg degree by changes n; envuronmentat regulat:ons m
site restoration Costs. Both ‘the: likelihood of
comipany vary greatly and are not’predictable: .
surpass standards’ set by ‘relevant’ Ieglslahon by appllcahon of - technlsally- proven and’
econormoally feasible measures .

Environmental expendltures that relate to ongomg ‘environmental an' “;reciamahon programs are

i e

;charged against: earnings. as incurred ‘or capitalized and arﬁomzedé-dependmg ‘on. their fiture

economic benefits. “To date, the. company Jhasineurred ho: envnronmental expendltures re1at|ng to
the exploratlon of minerat propemes ‘ . .

Amiortization

The ‘company provides for amomzatlon on'its capltal assets at’ 20% - 0% ona decltnmg balanoe
method. One-half of the: above fateis taken in the year of acquxsmon
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Pacific:Rim Mining Corp.

{AD: ‘Exploration- Stage Company): ' 7
Notes to Consolidated Financial Statements
31 December 2001

T Theisands of U S:Dollars

1.

b

’Sigrliﬁc'ant Accounting ,Policie,s" ~.Continded:

H

Share. Capital

i}. The proceeds from: ‘the exerdise.of stock optrons warrants-and .escrow shares are tecorded
- #s ‘share-capital in the'amount for which the aptio artant or esaow share ‘enabled the
hélder to plrchasé a'shars in e comipany: No conipenisation ‘expense is recogmzed for

‘stoek” optlons
fair

: lly incurred when’ lssumg
»shares for cash; as détermiined by the-board of direciors of the company.

?6raign Cumenc’y Translation

The accounts:of the: company's: foreign--operations: have been transiated ‘into; US_«dollars as
follaws:

+ Morietary assetsand liabilities at-year-end rates]

s Al ohier assets and liabiliies at histofical rates; ‘and:

« ‘Revenue arid .expérise ‘and ‘exploration. d@nd -development ‘iteis” at -the ‘average rate: of
‘exchange prevarhng dunng the'period..

Exchange gains and losses: afising fror’ these transactions’4ré reflectedin income of expense:in
theiperiod that thiey ‘aceur.

Loss per Share

Basic loss per: ‘share computauons ‘are ‘based om the werghted ‘ayerage: number’ of ‘shares
outstanding: during. the penod Fully diluted eammgs per:share: has.not:been: dlsc!osed as it is
anti-dilutive:

Management's Estimates

The: preparation < of “firiangial statements in confotmity” with .Canadian generally accepted
acceuntmg prmcaples requrres management to a_ke esbmates and assumpﬂons tha't‘affect the

f he _ﬁnanaai“statements and the reported amddhts bf revenues and expénses‘du 1 gj-the
reportmg periads, Actual résults-could differ from those estlmated
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Pacific Rim Mining Corp,

(An Exploration Stage Company)’ S PN
Notes to Consolidated Financial Statements . ... .. . - .
31 December 2001 ~ ' S
In Thousands.of U S Holars '

2 Mineral Property Costs

ay Details are as follows:
31 December 2001

option: . .. b CoL 8 30 30

S . ., Payments . ..., - anuary L Ap April

L ‘Acquisition Exploration Recejved Total 200 2000 1999
Argenina claims o T ‘ B o

Diablillos $ 670 § 1886 §° (1,5000°6 ;086 % 0 -+ $ 7S R & -

- SapnFrangisco o4 o 83T ., = 861, 720. - 755 . - .. 585 73

Prometedora, U - S 48 ;.. 183, , .83 . - 154, - . T 24

" 8ol Brilante ¥ _ ‘ S e o .

La Colorada = ’ v N P e 917 895!
Peni daims’ ’

Luicho - . - - SR e gty

CofradiafLa .

Espina sE : R L D R SO 1,108"

$ 689 6. 2871 $  (1i800)-§ 2060 3 873§ §00 30470 § 2097

Far expenditures’ incurred durirg the penod’ "‘.'5;'1 A propertyx by pr:op’éﬂy"vba’sisf‘refqr to the
consolidated schedule of mineral property oosts ’ R CooTh e

[

b) Diablillos Claims, Argentina
Thie Diablillés Slaims ‘are (6éated i Salta Provings and consist of 7 “elEirms:: Thls property has
been optioned to-Silver Standard Resources in¢. (*SS0%) on-14 December2001 (Note 3¢

¢) SanFrancisco Claim, Argentina

The:San Francisco. claim is. Jocated in Jujuy- Province, ‘and:consists of 1. dlaim totaling 3;600
Hectares: The pro;ect was acqunred by, stakingrand: is, 100 wned by, the: company There are
no-underying payments or royalties asspciated with the ‘San Francisco daim:

d). Prometedora Claim, Argentina

The:Prometedora claim ‘is" located in Salta Pfovmce and consusts of 1 clalm totalmg 3500
‘Hectares; . The project was acquired: by: stakingrand:is-100%; owned.by the company There are
7 no; underlymg payments or: royaltles assoc:ated wuth the Prometedora da[m ‘

3 Saita ‘G‘dld Ltd..

2 Saleé of Salta'Gold Ltd.
By an agreement dated 26 June 1996, the company sold 70% of the, issued and outstanding
share capital of Salta and its subsidiary, PFG Argentina, for approximately $82 in exploration
expenditures on the Diablillos property.
The agreement provided the company the right to.repurchase the 70% interest in Salta and PFG
Argentina should the: purchaser fail to:incur, at' its: option, exploration .expenditures on .the
Diabliltos property as follows:

On-ar before June 2000 10,500 (compisted)
Each subsequent-year -after June 2000 4.000 (Note'3h)
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Pacific Rim Mining Corp.

{An Exploration Stage Company):

Notes to Consolidated Financial Statements -
31 December 2001

4 Theasands of U.S- Doliars

3. 'Salta Gold Ltd: - Coitinisd ' et B

© b} - Repurchase of Saita Gold:Ltd:

Theoriginal-sale- agreement: noted- above oontamed adlatise whereby 6 70% interest in' Salta:
could be repurchased ifthe optigriee -did: not iricut” the-required -explotationi:expenditures.. “On
28 June 2001, the 70% ‘interest of Salta and PF_G Argentma»waswepurchased “for=a - nommal

Aprik: : 30 Apnl

2001 000" 1999

“NetBook . - NetBook: - . Nelgook

Jalue Maluer Valua Value

‘{Ungudited) (Pregarodiy, - i AR A
Managément)

i turniire s 249 s a0 e sey U apr g 15 s | dgriy 428
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Pacific:Rim:Mining Corp.
tAn EXploration:Stage Company)

Notes to Consolidated Financial Statements -
31 Decembsf 2001
InTholisands OFLES Dollars

5. Share Capital

4 November 2003
4 F ebruary 2004
2 September 2004
: ﬁ20 dune 2005

) amount of fthe

to all shareholders of the company _which has & minimum deposit-period o 60:
parsuant. t6 ‘which not: lessithan 50% ofthé ‘cofimon Sharés; otherthan thase ‘held by
Acquifing Rerson, are depasited and notiwithideawir.. Thé shareholders’ Aights’ p(an Has gt been
tnggered by the: Dayton Mmmg Corporatton transadron (NI T3]

6: _)Ré'l"at'&cf‘(liariy'»fransadibns -

‘a) in addmon to ﬂems noted elsewhere lhe company entered into the; followmg transactions: wnh

-related parttes
.EightMonths Nune Mon(hs. “Year “Year Nedr
_ . Ended Ended Ended ‘Ended . Ended
31 December. 31:danuary 30 April 30 April 30.Apdt
2001 2003 2001 .2000 -1999
[(Cnaudited) fPrépared Ey°
) Management)
Wages. - President ] ]
‘and director $ 61 i$ ‘69 3 291§ Q1 % g

Wages .Chief . o - ) .
‘executive officer 0§ 83 % 94 8 425 % 125 % 125
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Pacific Rim Mining Corp.

{Ain Explorafion Stage Company): U
Notes to Consolidated Financial Statements v v
31 December2001

10 Thousands of US/ Doflrs

6. Related Party Transactions.- Contrived

.- company issued NiL:. (31 January 200% -
: NIL 30 Apnl 1999 NIL) shares: reiated jic3
$ :

e . , s
% 133 % 665§ 1,673

~wnThey potenf ; futﬂre tax: beneﬁt ‘of these expendltures and tax losses have not been reoogmzed in
- these financal staterents.




-16 -

Pacific:Rim:Mining Corp.
\\Mn ExplorationStaga Company):

Notes to Consolidated Financial Statements.
31.December 2001
W Thotsands of Ui'S. . Doliars

8: segmentEd Information . . - Y I LA S LA v

“-‘The campany: -has one. nperatmg segment; whtch is the. ex;uioratran and development ‘of mineral
¢ properties: - The company's -pringipal. operattons i ﬁscal v ried o
w e Amefica and- South America:  {Segment. assets, caprtat expendltures and Iosses Y eographrcal

location are-as follows: ‘ FROTIER eI

IBét'aiIS_:Qn'fa?'gébgmptiiei‘ﬁasié at31 ;Déé‘embéfﬂﬁﬁii (Unaudf(ed}are as ‘,f.dllqws‘:- 3

Totat:

.Asgets [ERETINRE 3835

o7sy

- Cépilal expendifuies: (recovery)
4667

Loss:for:ihg period:

& 3—"; Assefs

»Capital exgend)ues
‘ Loss for: the penod

‘Details on‘a. geographrc ‘basis at:30: Apnl 2001 are asfollows:

oty south i
‘Amnetica America Tatal:

S B B T % 804 3394 °§ 4788

el

. _Capital expéiiditires: 3 w T
g Lossfortheyear S 3 TR

_.I:f‘Detalls on‘a geographlc basisat 30 Apnl 2000 ars as-foilows:
. f‘. e Armerica Amenca. Tolal.
] .848 'iﬂg

.Assels .

o $
~ Capla mpandities T T T T T X
__Lossortheyear 3

517 5 . 255

 "Details on'a geographic basis at 30 Aprl 1099 are as: follows:
 Nor#it Soiith e
America -Rierica: Total

Assets 4962 % 4622 % 9584

“Capialexpendines 20 TADR

e
I
2
S
wjw

Los§ for the yéar: 442 3.262.
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Pacific:Rim Mining. Corp.
{AnExplomtion Stage Company):

Notes to Consolidated Fmancml Statements
31 Deécembeér2001 e ey
I THOUSANdS OF 1S Dollars VR TSR AT

9: Settlement of Lawsuut

10. Commitment

The:company:-has: several operating leases: for ‘office, fiald and-waretiouse: space. Under the.tems of
Aheagreements,, the mmlmum lease payments areras follows::

For the yeai ended 30 Apﬂl 2002 $ :'5.4

:Fortheryear ended 30 April: 2003 13

Forthe year ended 30, Apfil 2004 - 13
5 30 .

1. Fair'Value of Finangial Instruments

The -company’s
and
“gxposed torsignificant interest; setirency. orc:ecf t risks: ansmg fFom the financial instririents. ‘The falr‘
valug:of these fitancial instruments approximates! their carying value dueito their shotktermi fiaturity
or: capaaty of prompt Ilqwdanon

12, ‘Basis of Presantation

These: consohdated financial statements have been-presented using. U.S, doliars -as the: ‘company.
B 3 e N £ ﬁ g o . .

Aised in the current: year;

13. Amalgaimation

By agreement dated: 8 January: 2002; the oompany agreed: to ‘amalgamate with ‘Dayton: Mlmng
-Corporation: ('Dayton') & Canadian TSE.and AMEX| listed company:

‘Uhder the: amalgama’aon Dayton sharéholdars? will* receivé 1776 dormmon sharés” of ithe newly
-amglgamated company- in éxchange’ for each: common share’ of BPayton,. restilting ‘. Dayton
shareholders and the: ‘compariy. shareholders ccrnststmg of T0% and 30% ofthé merged company
respectwely

Thetransaction'is subject to'shareholder and:regulatory ‘apprbv’él.
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Pagcific:Rim: Mmmg Corp
{AD Exploration Staga'Co ;

Notes to COnsolldated Fmanclal Statements
31.December 2001
In'Thousahds £ U S-Dollars

13. Amalgamaﬁon COm‘maed




- APPENDIXH_

Dayton Audited Financial Statements .. = ..
(for Year Ended December 31 2001)

CONSOLIDATED FINANCIAL STATEMENTS OF DAYTON MINING CORPORATION

o

MANAGEMENT’S RESPONSIBILITY F()R FINANCIAL REPORTING
To the Shareholders of Dayton Mlmng Corporatlon

7 The accompanyinig consohdated ﬁnanc1al statements of the ‘Company were prepared by management in
accordance ' with- accounting prmcxples generally accepted in Canada, and" within the fiamework of ‘the summaty' of
significant accounting policies in' these: consohdated financial statements. Management is responsrble forall information
in the annual repott. ‘All ‘financial and operating’ data’ in the- annual report is' consistént, whereappropriate, with that
contamed in the consolldated ﬁnancml statements.

A system of mtemal accountmg control is mamtamed in: order 10’ provxde reasonable ‘assurance that assets-are
safeguarded and-that transactions -are ‘properly recorded: and executed in accordance- with management s authiorization.
This system includes established policies and procedures, the selection ard’ trdining-of qualified” personnel-and-an
organization providing for appropriate delegation of authority and segregation of responsibilities.

The Board of Directors discharges its responsibilities for the consolidated financial statements primarily through
activities of its Audit Committee composed of three directors, none of whom are mémbers:-of ‘management. .This
Committee meets with management to assure that it is performing its responsibility to maintain financial:controls and
systems and to approve the annual audited consolidated financial statements of the Company. The Audit Committee also
meets with the independent auditors to discuss the scope and the results of their audit and audit repoxt pnor to submlttmg
the consolidated financial statements to the Board of Directors for approval. S ‘

The consolidated financial statements have been audited on* behalf of the ‘shareholders by the Company’s
independent auditors, PricewaterhouseCoopers LLP, in accordance with Canadian and United States generally accepted
auditing standards. The auditors’ report outlmes the scope of thelr audit and the1r opmlon on the consohdated financial
statements. B A RN Wt I SRV I TORRE I FE SR TR ST AT ) RIS

PRI

“W.H. Myckatyn” © R Jokn Norman”

(signed) (signied)
W.H. Myckatyn o F John Noimadn
President, Chairman and _ Controller' .
Chief Executive Officer !

January 11, 2002




AUDITORS’ REPORT

To the Shareholders of Dayton Mmmg , f"orporatlon o

We have audited the consohdated balance sheets of Dayton Mmmg Corporatron as at December 31, 2001 and
2000 and the <onsolidated 'stateménts‘of income, shareholdeis? ‘equiity and cash: flows for the years iendéd: December 31,
2001, December 31, 2000 and the nine months ended December 31, 1999. These consolidated financial statements are the
responsibility of the Company’s management. . Our responsibility: is-to. express an-opinion: on: these financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Canada and the United
States.. Those standards require that we plan and perform an audit to obtain reasonable.assurance whether the financial
statements. are- free of material misstatement., An audit includes examining; on atest. basrs, evrdence supporting.-the
amounts and dlsclosures in the financial statements An audit also includes assessing:the accountmg principles.used, and
significant estimates made: ‘by management, as.well as.evaluating the overall. financial statement presentatron

In our opinion, these consolidated financial statements present farrly, in all matenal respects the fmancral
position. of the Company-as-at December. 31, 2001 .and 2000.and the results. of its operations and its, cash.flows for the
years ended December 31, 2001, December-31, 2000. and the nine: months ended December 31;:1999: m,*ae_cqrdﬁance,wr_th
Canadian, generally: accepted accountmg prmcrples s AT PRI DR

‘ “PrzcewaterhouseCoopers LL
(s1gned) ' i

Chértered Aec‘ountantsé
Vancouver, Canada
January. 11, 2002 (except fornote 7. which:is.as-of January.22,:2002), ...

éornments by Auditor for U.S. Readers on Canada -U.S. Reperting ‘Differenceu | L

In the United States, reporting standards for auditors require the addition of an explanatory paragraph (following the
opinion paragraph) when there is a change in accounting principles that has a material effect on the comparability of the
company’s financial statements, such as the change described in Note 2 to the financial statements. Our report to the
shareholders dated January 11, 2002 (except for note 7 which is as of January 22, 2002), is expressed in accordance with
Canadian reporting standards which do not require a reference to such a change in accounting principles in the auditor’s
report when the change is properly accounted for and adequately disclosed in the financial statements.

“PricewaterhouseCoopers LLP” T
(srgned)

Chartered Accountants
Vancouver, Canada
January 11, 2002




CONSOLIDATED BALANCE SHEETS R R LIRS PO S TR PR i
In thousands of US dollars O R PRI R IR
At December 31

2001 2000

ASSETS
“Current assets U - S
Cash and cash eqmvalents $ 1,537
Investments in marketable securities (note 3) ‘ 76
. Other receivables L ! ‘ 234
" Inventories (note4) - T . 9,011
10,858

Property, plant and equipment (note 5 10,465 L
Closure fund (note 6) o 3211

$ 24,540

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 2,066
Accrued:closure costs — current portion ) 1,109 L en
i i : 3750 i

Loan payable to a related party (note 6) 1,849

Accrued closure costs (note 15a) ‘ L2518
_ T Ry T

< SHAREHOLDERS’ EQ.UITY L
Share capital (note 8)
31,123,974 shares outstanding ~ 53,810 %y s non 15358100

Deficit (G6812) . (33441
FE 16,998 720,369
S 24540 3 28563

LU J R : I K (0 sy dindhe vy oo wialth

‘Capital lease and contingent liability (note 7y ~ " T T

Approved by the Board of Directors: TR ER SR LA LR R ey

“ DK Fagin

Ll “ W, H:Myckayn
i cTE (Slgned)

(signed) *
W.H. MYCKATYN - D K FAG[N
- Director g T Director -

See accompanying notes to the financial statements

,,,,,,




CONSOLIDATED INCOME STATEMENTS

In thousands of US dollars
Year Year Nine M(‘)inths
ended ended ended
December 31, December 31, December 31,
2001 2000 .. 1999
Revenue . A L
" Sales (notes 2& 10) b 14,913 $ 34926 7§ 26,320
Cost of sales
Operatmg costs “ 13,545 i 33 720 . 21,320
Deprecmtlon, depletion and amortization 2,980 6 479’ 4,700
: 16,525 40,199 26,020
(1,612) (5,273) 300
Expenses T
‘Exploration s 700 14766 72
‘Foreign exchange i e 66 - (324): (133)
- “Géneral and administrative 1,131 1,546 1,589
Interest expense oI5 ~ 930 o 816
Titerest income (23) RN C7) R ¢ L))
Wrxtedown of marketable secuntxes 70 el 227
‘ 1,759 3393 .. . ... 2353
Net (1oss) before unusual item (3,371) ;(8;666) : (2,053)
Unusual item (note 12) ; (22,722) ;
Net (10ss) for the period - $ (337 $ (31,388) $  (2,053)
Per share: .
Basic and diluted loss per share (note 2) $ 0.11) $ (1.17) $ (0.12)
See accompanying notes to the financial s}arér:v;éht‘ o ' o
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY R TR
In thousands of US dollars
Share -
: Capital . :Deficit Total
At March 31, 1999 E $ 31,824 . - $ 31,824
Net loss for the period, April 1, 1999 to December 31, 1999 - (2,053) (2,053)
Adjustment for actual restructuring costs 108 Lo 108
At December 31, 1999 - 31,932 (2,053) 29,879
Common shares issued during year 21,878 - 21,878
Net loss for the year e (31,388) (31,388)
At December 31, 2000 53,810 (33,441) 20,369
Net loss for the year - (3,371) 3,371)
At December 31, 2001 $ 53,810 $  (36,812) $ 16,998

See accompanying notes to the financial statements




CONSOLIDATED STATEMENTS OF CASH FLOW
In thousands of US dollars

Net (loss) for the period K
Adjustment to reconcile net (loss) 10 cash ﬂow prowded by
operations: . e :
Depletion, deprecnatlon and amortxzatlon
Accrued closure costs S e
Forelgn exchange . e
Net Interest earmned on- smkmg ﬁmd
Adjustment of sinking fund value
Amortization of other assets
Amortization of gold contracts (note 10)
Writeoff of investment in subsidiary (note 12) ,
General and administration costs covered by issuance of shares
Wntedown of marketable securities

Cash flow from operatlons
Bullion settlements receivable
Other regeivables
Inventones i
Accounts payable ,
Closure cost. expendltures SR
Cash lost on deconsolidation (note 12)

Cash flow provided by (used for) operating activities

Investing Activities
Purchases of property, plant and equipment
Settlements with contractors
Deferred stripping
Reclamation sinking fund contributions”
Capitalized acquisition costs
Other assets

Cash flow used for investing activities

Financing Activities =~ "'

Sale of marketable securmes

Restricted ¢ash reledsed”

Operating line of credit

Principal repayments of bank loan

Capital lease’obligation repaymeﬂts

Issuance of shdre-capital -

Convertible debenture v
Cash flow provided by (used for) financing activities
Foreign Exchange

Net increase (decrease) in-cash: .-
Unrestricted cash; beginning of period -
Unrestncted cash end of penod

Interest pald durmg the year

Business Combmauon (note 15)
Supplementary Cash Flow Information (note 16)

Year s

- : :Nine :Months

Year
ended ended ended
December 31, - December 31, . - :December 31,
2001 2000 1999
%5 (3371 8- (31,388).8. . L (2,053)
2980 .. . . 64790 ... . 4700
22). ... . 567 . .. 349
= (153). .+ (40) - -
. 57 Cm e -
- 30 14
- i T f 3,400
- 22,722 -
. - ) U -
B R R~/
(380) STRPITRNIIN @ I3 B Ry 6,504
1,143 (347
(28) 705, 131
(1 335) T2 542
(512) . (1 203) (355)
(118)‘,, (1,149) .. -
) (103) . -
Q,373) (2,226) 6,475
(o4 - (390) (223)
R e 676
- (750) (3,800)
B €17) R C {1 I -
- S 19
1(456) ROV 9(2’221) i (3,366)

333

See accompanying notes to the financial statements

1,401

(4,333)

(1,121)

foid » (2,415)

29 5;098 (6,135)

59y ot s 7 133

w1 (2,859) 727 (2,893)
o 14,396 o - 3,669 7 6,562
s s 789108 888




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS: '/~
At December 31, 2001 and 2000
Tables stated in thousands-of US dollars

“NATURE OF OPERAT TONS AND BASIS OF PRESENTATION

" The Compdﬁy‘is‘inﬁfolved in the ‘eiﬁp’lbraﬁbn}‘ development and operation of gold properties. The:Commpany: owis a"

projects). . :

49% interest in the Denton-Rawhide Mine, which is held by a wholly-owned subsidiary, Dayton ' Mining (US) Inc:
The Company also holds, through wholly-owned subsidiaries, a 100% interest in the exploration licence areas known
as El Dorado, El Paisnal and Potohico in El Salvador. On December 4, 2000, the Company anfoiiniced the permanent
closure of its wholly-owned Andacollo Gold Mine in Chile which is owned by a Chilean subsidiary, Compaiiia
Minera Dayton. The Chilean courts approved a creditors’ plan in May 2001 which provides for the ordérly disposal of
Compaiiia Minera Dayton’s assets. The Company’s entire investment in Compafiia- Minera ‘Dayton was ' written ‘off
and deconsolidated from the Company’s financial statements effective December 1, 2000 (Note 1b).t 77 ‘

Basis of presentation

The consolidated financial statements are presented in adcorddnce with ‘generally accepted accountmgpnn01ples

_applicable in Canada and have been reconciled as to significant differences in fneasufement to génerally accepted

accounting principles applicablé in the United States as disclosed in note 17.

These financial statements include ‘the accounts of the Company’s wholly-owned subsidiaries, Daytoh Mining (US)
Inc. (which includes a 49% joint venture interest in the Denton-Rawhide Mine (note 15)), DMC Caymian Inc:;
Andacollo Gold Inc., La Serena Inc:, Dayton Chile Exploraciones: Mineras Limitada, Compaiiia Minéra Dayton‘(to
December 1, 2000) and Dayton Acquisition Inc. (which holds a 100% interest in the El :Salvadorexploration

i T W AV R VR PSP EL L TN R BT R A

The joint venture interest in Denton-Rawhide is accounted for on a proportionate consolidation basis. .

a. Repbrﬁng currency

The United States dollar is the Company’s principal reporting currency and the currency of n;}éa}sp:éfr_x@agh}!fdfv éli
financial transactions reported in these financial statements. T R T

b. Shut'dqun of And‘achl_'o_ Mine

The carrying values of the assets and liabilities of the Chilean operating subsidiary that owned,the .Andacollo., -
Mine have been written off effective December 1, 2000 with a corresponding charge,.to, income; £0 _reflect
permanent closure of this mine and the estimated realizable value of capital assets after all liabilities. have been
liquidated. ;

The iﬁcéfﬁé; statement and cash flow statement for the year ended Decembe“r.;;li?ali,}'zl(l)‘()'ﬁ .,rgﬂéfé‘t' theop atmg ;
results of-the Andacollo Mine for the 11 months of operation prior to closure while all assets-and liabilities. have :
been deconsolidated from the December 31, 2000 balance sheet. P AT

Sl

c. "f‘Fresli Start”’Accoun.t'ing o

On March 31, 1999, the Company completed a court approved financial restructuring ;in .which. all of-the - -
convertible-debentures of the Company were converted into 310,500,000 common: shares;of the-Company: . This .

" has been reflected in the financial statements as a financial reorganization in accordance. with: generally. accepted .-
accounting principles. As a result of this restructuring, the Company’s assets and liabilities were subject to a

~ comprehensive revaluation and restatement at estimated fair value at March 31, 1999.. ; Accordingly. these ..
statements reflect the Company’s first fiscal period of reporting (nine months ended December 31, 1999) after
the comprehensive revaluation and “fresh start” accounting,. o N Pk

S N P NIRRT SO




-2-

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING CHANGES
Cash and Cash Eqmvalents S R

‘ rCash and cash equrvalents mcludes unrestrlcted cash on': hand, demand deposrts and short term h1ghly llqu1d

: ~investments: with a-termtormaturity of less than thrée monthis from: mceptlon which are readily convertible to: khown

" "Consolidated Income Statement for the year ended December 31, 2000 as follo

' amiounts ‘of cash and which; in the opinion-of management, are subject to an insignificant risk of changesin values.

' Property, Plant and quupment
Property, plant and equipment is stated at estimated fair value as at the date of acquisition less accumulated
depreciation and accumulated writedowns. Property, plant and. equipment is depreciated using the: umt of production
method over estlmated recoverable ounces.
i Annually, reviews dre undertaken to: evaluate the carrying values of operatmg mines: and development propemes Ifit
: ¥i5 determined".that the’ estimated: net’ recoverable - amount is:significantly +1éss: that the carrymg ‘value-and the
impairment in value is likely to be permanent, a writedown to the net recoverable:amount is made-by ‘a’ charge to
eamings.
All exploration expenditures are expensed as incurred. Significant property acquisition payments for active
- exploration -properties ' are.-capitalized. - If no-:mineable .orebody is.:discovered, previously capitalized >costs are
. .expensed invthe: period the: property is:abandoned. Expenditures for: the: development sofinew mines, 10 define further
- mineralization:in existing-orebodies; and to-expand the capacity. of operatmg mmes are: capltahzed and amortlzed on
a units of production basis over estimated recoverable ounces. SRS TR MEC N I Y AL OO

Marketable Securities Braivi E gl b andiid
Marketable securities are carried:at the-lower.of cost and estimated fair:market value.» oo™ S0 evs o
Inventories RS T

Production inventories, comprising ore on the leach pads, gold in process, bullion:at the refiners-and. mine operating
supplies are valued at the lower of cost and net realizable value.

‘ 'Stoek-basﬂ-'é‘omnensatlon.P‘la-n" B ) ‘;ﬁ'.r:

.., The, Company, has: a. stock-based. compensation .plan, .which is described.in.note:8¢. - No. compensation gxpense is
recognized for this plan when stock options are issued as the exercise price equals the market .price of the.common
stock at the time of the grant. Consideration paid on the exercise of stock options or purchase of shares is credited to
share capital. ,

Re\{enue:Recognition,and Changes to Revenue RecognitiontAccountingn.; it e

passes to the buyer Prevrously revenues were recogmzed at estlmated net reallzable values when the bulllon was
available for sale except where title to the bullion passed to the buyer in which case revenue was recogmzed when
title passed. The Company has retroactively applied this change in accounting policy, for the year ending December
31, 2000 resulting in the elimination of the current asset “Bullion settlements receivable” and inclusion of the
.. eliminated value in the current asset “Inventories” (note 4). This accounting change also results in a restatement of the
e ) costs both
decrease by $663,000 with no resultant change in net (loss) for the ‘period as ‘market was the lower of cost and market
(note 10). For the nine months ending December 31, 1999,.no .adjustment for revenue recogmtlon changes is requ1red
as all bulhon sales durmg the penod were recorded when title to the bullion passed to the buyer '

Loss per Share

Loss per share has been calculated based on the consolidated weighted average number of shares outstanding,




Financial Instruments

The carrying amounts for cash and cash equivalents, other receivables, accounts payable and accrued liabilities on the

balance sheet approximate fair value, in the opinion of management, because of the limited term of these investments.

Fair value estimates are made- at the balance sheet date, based: on relevant market information and information about
- financia} instruments. These estimates. are subjective in nature and involve uncertainties in, significant matters of

judgment and, itherefore, cannot be determined.with precision.. .Changes- in. assumptions could:significantly.affect

these estimates.

The fair value of investments in marketable securities and the closure fund are dlsclosed in note 3 and 6 respectrvely
‘ Closure Costs
The Company’s share of estimated closure costs associated with the Denton-Rawhide Mine at the time of acquisition
was recognized in: full as part-of the acquisition. cost (see note: 16a). Increases in estimates.of closure: liabilities
subsequent to.the acquisition of. Denton-Rawhrde will be accrued on a unit of productron bas1s,over expected future
recoverable ounces of production. - - . . o - Lot e

Derivative Transactions
The: Company may enter mto gold hedgmg contracts to-manage. its exposure to ﬂuctuatrons in the market pnce of
gold:and to establish minimum prices .for certain. of its future production. Gains: or-losses on-these: contracts ar¢
.included in sales revenue when product:is delivered- agamst the. contract ‘The eshmated fair value of the Comipany’s
hedging program is disclosed in note 9. s S PO R O T I L S L SO
Translation of Foreign Currency R At R
The accounts of foreign operations are:translated into United States:dollars as follows:

* monetary assets and liabilities at the rates of exchange prevailing at the balance sheet date.

o.: -other assets and liabilities:at applicable historical exchan'gefrates.

e revenues and expenses at the average rate of exchange for the year except for non~monetary expenses whlch are at the
rates used for the translation of the related assets.

o exchange translation gains and losses are treated asa component of the related transactron and mcluded il eammgs or
v »caprtahzed accordmgly ' : “i, ‘

Use of Estimates
The preparation of financial statements’in conformity’ ‘With Canadian’ generally aceépted’ accountmg prmc1ples
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and

“i' disclosures ‘of contmgent ‘assets and' liabilifies ‘at‘the date of the financial' statements ‘and’ the: reported amounts of
revenues and expenses durmg the reportmg penod Actual results could drffer from those estxmates P

a R R

Concentratron ofCredltRxsk - o ‘

" The Company belleves that fio concentratron of credlt nsk exrsts wrth respect t0 cash and cash equrvalents pe

3. INVESTMENTS IN MARKE TABLES‘EC,U‘RI‘I TS 0 o
' Y ‘ " December 31,2001 December 31, 2000
Carrying value $ 76 $ 115
Market value s 119 L______lli




INVENTORIES
December 31, 2001 December 31, 2000
Production inventory $ 7,516 $ 6,186
Unsold bullion at refiners 710 663
Supplies inventory 785 827
$ 9,011 .. $ 1,676
.-- PROPERTY, PLANT AND EQUIPMENT
o December 31, 2001 December 31,2000
Cost _ : $ 12,931 - $ 44,020
Accumulated deprec1atxon and writedowns 2.466 30,679)
3 10,465 $ 13341

CLOSURE FUND AND LOAN PAYABLE TO A RELATED PARTY

The Company, as part of the Denton-Rawhlde acquxsmon agreed to reimburse Kinross Gold Corporation (a major
shareholder of Dayton) a principal amount of $2.118 million for Kinross’ interest in reclamation and severance trust
funds (the Closure Fund) held for.the benefit of the Denton-Rawhide operation. The principal amount is repayable to
Kmross on an annual basis from. 25% of the net initernal cash flow from the Denton-Rawhide Mme Interest is payable
annually at rates. equivalent to those earned by the reclamation and severance trust accounts As a result of
adjustments to working capltal accounts at the time' of purchase, the principal amount owmg to Kmross was reduced
to the current outstanding amount of $1.849 mllhon

At December 31, 2001 interest payable to Kinross was $30,000 (2000 - $141 000)

The funds are held in a trust managed by a Trustee that is a large North Amencan‘b‘ankmg institution. The trust funds
are invested in mutual funds composed of U.S. Government guaranteed fixed income securities with maturities of one
to five years. The fair market value of the funds at December 31, 2001 was $3.35 million (2000 $2.77 million).

CAPITAL LEASE AND CONTINGENT LIABILITY

The” Company s Andacollo Mine ‘léased’ mining equipment whose purchase was originally financed by five-year
leases secured by a Corporate guarantee. Under the Corporate guarantee, the Company was liable for any shortfall of
proceeds from the sale of the leased equipment required to repay the outstanding liability. By December 31, 2001,
the cormbination of monthly payments and proceeds from the sale of a large portion of the leased equipment was
sufﬁc1ent to repay the outstandmg lease liabilities. The Company s guarantee was formally released by the Lessor in
January 2002 and there will be no charges to future earnings.

8. SHARE CAPITAL
a. Authorized

Authorlzed share. capltal of the Company consists of 1,000,000,000 (2000:1, OOO 000 000) common shares without par
value. . )




il
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December 31 2001

Exercise Price

o .Exgu_yDatem o (Cdn$]
March 26, 2002 B e e 45 00"
March 26 20023‘ B o ‘

Apn127 2004" e o 240; Lon

~June 29, 2004’“ ‘ ' , e - -

June29 2004 T TR 5 et
December 9, 2004 1.90

May 28, 2005 0.95

“ligeo
; L 5000
g o
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b. Issued
Number of Amount
Issued and outstandmg, December31 1999 351,356,779 ol 031,932
Issued: Stock Bonus Plan 255,000 oy e 21
DentonzRawhide acqulsmon (note 15a) 144,710,000 12,275
Mirage acquisition (note 15b) o 44,339,606 3,761
Issued and outstanding prior to 1 for 20 consolidation 1540066143851 | i 147,989
Issued and outstanding consolidated 27,033,069 47,989
_uIssued on‘conversion of special wa:rants « 4,090,905 5,821
- Issued and outstanding, December31, 2000 and 2001 31,123,974 53,810
X Optlons l
. . Weighted Average .
Exercise Price,
. _”N‘umber o Cdns
S | 1384970*%1:.,
. ‘;'"L'(hanted during the year"': R o 1, 102 500,

__(“'Canc':elledd g2 : oo (264,070[ .

* Stock options, December 31, 2000° 7 2T 03 400A': . TR
Expiries and cancellations during 2001 (215,100) "~ 20012005
Stock options, December 31,2001 .. 2008300 " .. 2002-2005 |
Vested,as at December31«, 20_01’ et 12224267 . 8178 2002-2005%

RN Nl I AL DA PRI SUr N S L SN
Number Number
Outstandmg_ e . Vested .

o 200"
T 100

At December 31, 2001, the Company had a stock-based compensation plan, entitled the «“1999 VStool{’"Ogi)tioﬁ and
Stock Bonus Plan”. Under this plan, the Company may grant up to 2,802,000 options to directors, employees, or

+ consultantsto purchase comimon shares of the Company.” The option price’ equals the miarket price’ of the' Company s

common shares on the date of the grant, and the term of the options is a maximum of five years. One thifd 'of the
options granted under this plan vest immediately, another third vest on the first anniversary date of the grant and the

remainder vest on the second anniversary date of the grant.

Under this plan, the Company may also issue up to 310,000 common shares of the Company to directois, employees,
or consultants as a stock bonus for past services performed for the Company. A total of 12,750 shares have been

issued under this bonus plan.
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GOLD SALES CONTRACTS

At December 31, 2001, the Company’s gold hedging program consisted of 6,000 ounces of forward sales contracts at
an average price of $280.25 per ounce, maturing at various dates from January 2002 to March 2002, The estimated
fair value of these contracts;at the: December 31, 2001 spot prices of igold- of -approximately $278. per:ounce was

$10,000 which represents: the:amount that:the: Company would have received oii- December 31,2001 to settle these

instruments prior to their maturity.

At December 31, 2000, no gold sales contracts were outstanding.

. The: credit risk exposure related to the:Company’s' gold 'hedging' activities. is limited to.the unrealized gairis on
" outstanding contracts based‘on current market prlces ‘The- Company s gold hedgmg contract counterpames are large
»international credit-worthy institutions. : e : : .

REVENUE
FETRAARR o Nine Months
Year ended Year ended ended
December 31, December 31;:: - Decembei 31, -
2001 2000 1999
.Gold and silversales .+ -:- e oo 0 8w 14913 08 35,298 § 2:27,634 .,
Gold contractproceeds - - .. ..o Lo o0 e e et 0 T22 0 e 2,672
Royalties ’ ' - 431) ‘ (586)
2001 Revenue recognition accounting change —_— - (663) -
Amortization of go]d contracts. ,. .. Lol - - (3,400)

Sales.: . .- .- R 8. 14913 8 34926 S 26,320

As aresult 6f the “fresh start” accounting {note 1¢) ddented by the Company on March 31, 1999 the Company’s gold
contracts were recognized as an asset at their estimated fair value of $3,400,000. These gold contracts expired at
various dates to December 31 1999 and were recogruzed against revenue over the life of the original contracts.

INCOME TAXES

Effectiue"Jenuary 1 2000 the Company adopted CICA' 3465 Accounting for Income Taxes. Income taxes are
determmed using the habrhty method of accountmg Temporary differences arising : ﬁom the, dlfference between the
assets or liabilities and are measured usmg tax rates and laws that are expected to apply when the ternporary'
differences are expected to.reverse. This new standard also requires that when acqursltlons are made and.a. drfference
exists between the cost of the asset and its tax basis, a future income tax liability or asset js recorded, and this amount
is mcluded in the m1t1al carrymg value of the asset acqulred :

This new accounting standard, which was adopted on a retroactive basis, did not have a material Ieﬁ‘ect on the
financial statements for the years presented as all deferred tax assets were eliminated by the recording of a valuatron
allowance.

The Company has certain resource related deductions and other losses which are available to be offset agamst future
taxable income. The beneﬁts of these deductions and losses are not reflected in these financial statements as. there is
sufficient uncertainty that the benefits will-be realizéd: ‘The Company’s aggregate non-capital loss carry-forwards and
deductions available to be utilized in future years are as follows:

a) Non-Capital Loss Carry-Forwards:

Year of Expiry
Canada : o 2007 $1,002
' . , o L2008 1,456
Total : $2,458
USA - Regular Tax Various to 2016 $6,330
- Alternative Minimum Tax Various to 2016 $5.805




b). - Deductible Temporary Differences

~7. At December 31, 2001, the Company had excesses of “Tax Value” of depreciable assets over “Book Value” of
depreciable assets (deductible temporary differences) of approximately- $0. 5 mxlhon and $5 2 million available
for future deduction in the USA and El Salvador respectively. » :

12. UNUSUAL ITEM
“The Company announced-on December 4, 2000 that its wholly owned subsidiary. Compafiia Minera Dayton, owner of
the Andacollo Gold Mine would begin‘permanently shutting down the mine and:would start the process of liquidating
assets. The Chilean courts approved a creditors’ plan in May 2001 which ‘provides. for the orderfy disposal of

Compaiiia Minera Dayton’s assets.

All assets and liabilities of Compafila Minera Dayton were deconsolidated at December 1, 2000 and have been
written: oﬁ as an unusual item in the Company 5 2000 income statement.

13, SEGMENTED INFORMATION

The Company has a joint venture intérest in an operatmg gold mine in Nevada, USA, exploration activities in El
Salvador administrative ofﬁces in Canada and a permanently closed gold operation in Chile. :

Year ©7 o Year” " ‘Nine Months
ended ended’ - ' ended
i December 31, December 31, December 31, © ~
2001 2000 1999
Total Assets - - , L o ) \ o '
Canada ’ c ‘ $ 0 1,064 % 4231 0§ 5280
usa - ' 19,275 20,131 “-
El Salvador 4,184 4,184 -
Chile A 17 17 43264
Total $ 24,540 3 28,563 $ 48,544
Total property, plant and equlpment ) o - ‘ ‘

““Canada’ , ’ R 3 2 $ .
SUsA e I 6262 9,157 : R
EiSalvador’ A B S -7 A 4,184 - -
“Chile S - o 17 ' 26,847
Total $ 10465 $ 13341 % 26847
Revéiiue, excludmg interest mcome ‘ L T o A
Canada - s e 8 674 $ (728)
USA 14,913 11,159 A
Ef Salvador , ] - - -

" Chile” ‘ o : o L e 23093 27,048
Total - =~ 814913 % 34926 § ©26,320°
Depreciation, depletion and amortization :
Canada , $ 6 $ ' - $ Co-
USA 2,974 2,644 -
El Salvador ‘ o= - -
Chile - L - 3,835 4,700 .

Total , 3 ©2,980 $ 6,479 § 4,700




Netloss =« .. = .0 oo Ll n T T S O N
CCamada U T g e 8T (07 8 U 204)

USA (1,770) (1,493) S

El Salvador , o (580) O (959) -

Total S (3370 §  (31,388) _§ 77 (21053)
14. JOINT VENTURE el T awisisars L, T

ot

15: BUSINESS‘COMBINATION . © . &0 i

a.

Cash and other non-cash working capital $ 8,651 £ 7960

Resource assets . 6,262 .

Closure fund 3 217 s

Current: hablhtles : 2, 681) ‘

Long term liabilities. (2,518 ", 767)

Net assets, . $ 12,931 14,468

Sales (note 2)__:, g a3 g i1

Costs and expenses , (16,639) (12,534)

Net (loss) before taxes $ (1,726) $ (1,422)
R P A W E R E P AN N TR

Cash flow from operating activities ' $  (1,076) % 191

Cash flow from investing activities ' (103)

_ Acqulsxtlon of Denton-Rawhxde

Dol it o i g TPl el Bapnn ime s wnl g anel]

Effective as of April l 2000 the Company acquxred a 49% interest in the Denton—Rawhlde Joirit Venitite from
Kinross Gold Corporation. The Company issued 7,235,500 common shares (144,710,000 pre-consolidation
shares) with a value of $12,275,400 and agreed to reimburse Kinross for the principal’amountiof.thessinking' fund
from a portion of cash flow from the mine (see note 6)
: z R TAR Tead baang has gy i e swnds

At acquisition, Denton—Rawhxde Mine estimated Dayton s 49% share of the aggregate closu:c costs including
site restoration and employee severance pay for its operations, to be $3.794 million.,This habnhty was: .accrued at
acquisition.

s ‘ S e ol b 9
The acqulsmon was' accounted for as a purchase of assets and the falr market val scribed to-the assets and

liabilities is set out below per i B

Cash and r‘ecexVab]e‘s‘"" $ 451

Inventories and prepaids : R TI- ¢ NS N
Property, plant and equlpment 11 824

Closure fund T T LTI SONNTUSEE D172 § €. JELE IO
Accounts payable and accruals co il e cohe(L,6TT)

Closure liability L e (3,794):

Loan from Kinross S aTQIg) =
Net Assets Acquired . $ 12,275
Value of common shares issued $ 12,275
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Denton-Rawhide Mine is accounted for on the proportionate consolidation method and the operating results
beginning April 1, 2000 are included in the. financial results reported for the 2000 and 2001 financial years
respectively. ‘ -

The purchase price dlscrepancy is amomzed using the unit of production method over estlmated recovcrable

'ounces of gold

Acquisition of Mirage

On April 6, 2000, a wholly-owned subsidiary. of the Company acquired via an amalgamatxon with Mirage
Resource Corporatlon the El Dorado, Potonico and El Paisnal properties ‘in ‘El Salvador by ‘issuing 888,049
common shares (17,760,090 pre-consolidation shares) of Dayton. In a companion transaction, the Company
acquired from Kinross Gold Corporation ‘loans made by Kinross to Mirage totalling $2,254, 968 by issuing
1,328,975 common shares (26,579,516 pre-consolidation shares) to Kinross. This transaction was accounted for
using the purchase method and the fair market value ascribed to the assets is set out below:

Accounts receivéble _ $ R
" “‘Mmeral properties 3,757 '
- Net assets acqulred $ 3,761
' Value of equity for erage shares $ 1,506
., Value of equity for Mirage debt 2,255, .

16. SUPPLEMENTARY CASH FLOW INFORMATION

RS Non-cash Operatmg Actlvmes

Shares issued for general and administrative expenses 3 21

Non-cash Actmtxes

During the year ended December 31, 2001 and the nine month period ended December 31, 1999: the *Company
conducted no non-cash activities.

During the year ended December 31, 2000 the Company conducted non'cash operatmg, mvestmg and ﬁnancmg
,<_act1v1tlesasfollows o e e i . J )

- Noti-cash Tavesting Activities™ © » © . v oo st Suai e

Purchase price paid for Denton-Rawhlde $ (12,275)
+ Purchase'price'paid for Mirage ' = -~ 7o 0o T b (3761
Closure fund acquisition C(1,849) -

$ (17,885) _
Non-cash Fin»a’_‘ljcing Activities

Shares issued for general and administrative expenses $ 21 e

Shares issued for, Denton-Rawhide acquisition A EER 12,275 ..
Shares issued for Mirage acquisition 3,761
Loans from related parties 1,849.

$ 17,006
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17 UNITED STATES ACCOUNTING PRINCIPLES

The effect of the ‘measurement dxﬁ‘erences between Canadlan GAAP and US GAAP on the Company s net loss for -
‘the yedrs:ended December 31 2001 and 2000 and the nine month penod ended December 31, 1999 are summanzed
below: P i :
(a) Under US GAAP securities that are avallable—for-sale are tecorded at fair value and unreahzed gains or
*'losses are‘excluded from earnings and recorded-asa‘separate component of shareholders’ iequity.- Declines in
" fair value that are other than temporary are written ‘off. - Under Canadian GAAP mvestments iy marketable
securities are carried at-the:lower ‘of cost and estimated fair market value.: ~ P

The sxgmﬁcant change in the consohdated ﬁnancial statements relatlve to- US GAAP were as follows
Income Statements, (m thousands of US dollars) :

“Year: = Year‘ ' Nme Months

P 7 " ended U ended TR T ended’
R " December 31, - December’ 31,“ : December 31,
m_l, : R ‘:u':lzo_o_qp' LR SR 1999
Net (loss) following Canadian GAAP % (337 $ (31388) 0 U§ T (2,053)
Unrealized loss on writedown of marketable securities - - 227
“i Loss'on writedown: ofmarketable secuntles R R () R R R
Netloss following US'GAAP <+ i 7.l 0 7 g (3433) - -§  (31,388)" - § (1’826)
Unrealized loss on writedown of marketable securities - e e ‘?“ ----- (227)
Unrealized holding gain on marketable securities 43 -
+:Loss.on writedown of marketable securities’ - .. 5. Lo e B2 i 00 e -
Comprehensxve loss, followmg US GAAP : polegn ‘(3,328)‘-'- g (31,388) - 8 0 (2,053)
Welghted average numbcr of common shares, AT
computed under US GAAP (thousands of shares) 31,124 26,715 17,568
Loss per share, following US GAAP $ (0.11) $ (1.17) b (0.12)
Balance Sheets, (in thousands of US dollars)
Deficit ' Dec. 31, 2001 Dec. 31, 2000
Adjusted deficit, beginning of period per US GAAP $ (33441 $  (2,053)
Net loss per US GAAP (3,433) (31,388)
Adjusted deficit, end of period per US GAAP $  (36,874) $ (33,441)
Accumulated other comprehensive loss
Beginning of period per US GAAP $ 227) $ 227) .
Other comprehensive gain 43 - :
Other comprehensive loss on writedown of marketable securities 62 g

Accumulated other comprehensive loss, end of period per US GAAP $ (122) 3 (227)

Because the Company delivers gold against outstanding forward sales contracts, it has determined that there is no
impact from the adoption of SFAS No. 133, Accounting For Derivative Instruments and Hedging Activities.

In June 2001, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 141, Business Combinations,
and SFAS No. 142, Goodwill and Other Intangible Assets. These new standards eliminate pooling as a method of
accounting for business combinations, and feature new accounting rules for goodwill and intangible assets. The
Company does not foresee any impact on a cumulative effect of an accounting change or on the carrying values of
assets and liabilities recorded in the Consolidated Balance Sheet upon adoption. SFAS No. 141 is effective for
business combinations initiated from July 1, 2001. SFAS No. 142 will be adopted on January 1, 2002.




18,
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Also issued in June 2001 was SFAS No. 143, Accounting for Asset Retirement Obligations. This statement addresses
financial accounting and reporting for obligations associated with the retirement of tangible long-lived assets and the
associated asset retirement costs. It requires that the fair value of a liability for an asset retirement obligation be

recognized in the period in which it is incurred-if .a reasonable .estimate of fair value can be.made. The associated

asset retirement costs are capitalized as part of the carrying amount of the long-lived asset. The Company is
analyzing the 1mpact of SFAS No. 143 and will adopt the standard on January 1, 2003.

In. August 2001 the FASB issued SFAS No. 144 Accountmg for the Impalrment or Dlsposal of Long-hved Assets.
.. This statement. addresses accounting for discontinued operations and the impairment ot disposal of long-lived assets.

The Company is analyzing the impact of SFAS No. 144 and will adopt the standard on January 1, 2002.

In November 2001 the Accounting Standards Board of the Canadian Institute of Chartered Accountants:issued new
Handbook Section 3870, Stock-based Compensation and Other Stock-based Payments. This section establishes
standards for recognition, measurement and disclosure of stock-based compensation and other stock-based payments
made in exchange for goods and services. It applies to transactions, including non-reciprocal transactions, in which

.an enterpnse grants shares of common stock, stock options, or other equity instruments, or incurs liabilities based on

the price of common stock or other equity instruments and sets out a fair value based method of accounting which is
reqmred for. certain, but not all, stock-based transactxons The Company is analyzing the impact of Section 3870 and

~ will.adopt the Section on January 1, 2002.

SUBSEQUENT EVENT

On January 9, 2002 Dayton’s Board of Directors announced their approval of an amalgamation with Pacific Rim

" Mining, Corporation: which has also been approved by the Board of Directors of® Pacific; Rim. and is subJect to
- shareholder and regulatory approval. : L v

T

Under the proposed terms of amalgamation, Dayton shareholders w111 receive. 1 760 common shares of Pacific. R1m in

. exchange for each common share of Dayton held, resulting in Dayton and: Pacific Rim shareholders comprising 70%

and 30% respectively of the merged company. The merged company will have approxunately 78,276,794 shares
outstandmg , BT :




Management.Discussion‘and Analysis of Financial Condition and Results-of Operation: .-

GENERAL

This Management Discussion .and Analysis of Financial Condrtlon: and Results of. Operatlon v

related notes that have been —prepared m ac\cordance' vvrth ac tmg¢ pnnCIpals- generally«
accepted in Canada. Reference should be made to Note 17 of ; uch ﬁnancral statements
reconciliation of Canadian and United States generally accepted accountmg prmc1pals ’

Unless otherw1se 1dent1ﬁed, all dollar amounts reported and mcluded in th1s dlscussmn are 1_n th;e
currency of the United States of Amenca The Company adopted the U. S dollar as 1ts pnncrpal,
currency as at January 1, 1999.

Szgmf cant Transactzons ‘, .

Company, and Mrrage The Company 1ssued a total of 17 760 090 common shares

prescnbed value of $1, 506 545 In. addltlon the Company acqurred m. Kmross Gold
Corporatron certarn shareholder loans made to. erage m exchange for 26,579,516 comrnon
shares with a prescrrbed value of $2 254 868A C : ' '

On April 11, 2000 the Company cOnsoIidated'its common shares on a one for twenty basis
resulting in a reduction of the number of common shares outstanding, to 27,033,069 common
shares from 540, 661 385 common shares

On June 16 2000 the Company recerved ﬁnal recelpts for a specral warrant ﬁnancmg ttransactron
that. closed oniMarch:1;,2000. - In return for:the investment.of (Canadian) $9.0 million, net. of
.underwriting costs; the Company issued. 4,090,905 common. shares brmgmg 1ts total 1ssued,and
outstandmg commeon: shares to31, 123 974 T I SE ST Cwn :

On December l 2000 the Company announced the permanent closure of its ¢ 100% owned '
Andacollo Gold Mine in central Chile. Also in December, Compaiiia Minera Dayton (“CMD”)
a wholly owned subsidiary of Dayton Mining €erporation and the owner, of the Andacollo:Mine,
applied to :the:Chilean courts for creditor protection while- it closes the mine .and begins “an
orderly disposal of all assets. . The- courts-approved-this plan in May 2001 and it will remain in
~ effect until May 2005, assumrng CMD: abldes by its terms. and condltlons SN TR TS

Fmally on January 9 2002 Dayton Mmmg Corporatron and Pacrﬁc er Mmmg Corp _
_announced subject to sharcholder and regulatory approvals, an amalgamation: -of. the__,tvvo :
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companies. - If approved each Dayton' shareholder will receive 1.76 common shares of Pacific
Rim in exchange for each Dayton common share. Shareholder meetings are scheduled for April
3, 2002.

OVERVIEW

The Company s remarmng prlnclpal operatmg asset is’ its 49% ownershlp of the Denton-
Rawhide Mine that was acqulred in April 2000." The Denton-Rawhrde Miné'is'a heap léach
gold and silver mine located near Fallon, Nevada It has a nommal crushlng capaclty of
approxrmately 6 mrlhon tonnes of ore per year ' ‘

The Company’s principal exploratron and development property is the El Dorado gold and silver
property located in the country ‘of EY Salvador. It was’ acqulred on Aprll 6 2000 and at the
present timé preliminary economic évaluations are underway. °

The Company also owns 100% of Compafiia Minera Dayton Limitada, (“CMD”), (a company
subject to a creditors’ plan and no longer under control of the Company), which owns the
Andacollo Gold Mine located near the town of Andacollo in central Chile. This mine was
permaneritly’ closed in December of 2000 and the process of dlsposmg of the assets and the
settling of* outstandrng habrhtres 1s underway :

The financial performance of the Company is largely dependant upon the price of gold and its
ability to generate Or raise’ ﬁnancmg to advance the El Dorado property in EI'Salvador. The year
ending December 31, 2001, as in"2000; was 4 dlfﬁcult year for producers of gold In 2001° ‘the
London P:M. price’ ﬁxrng averaged $ 271 per ounce, in'2000 the average gold pnce ‘was $2797 per
ounce. These gold prxces are the owest annual : average prices’ experlenced since 1978 Dayton
does ‘not hedge the prlce of*” any significant ‘amount’ of ‘its gold’ productron and- therefore its
financial performance is directly related to changes in’ the gold and silver pricé and’ also; tothe
cost of productron of these metals at Denton—Rawhlde

GOLD AND SILVER PRODUCTION ~

Consolidated production in 2001 totalled 49, 366 ounces of gold and 356, 277 ounces of sﬂver

This- included twelve months-‘of” Gperations’at: Denton:Rawhide. - ‘On December- 1, 2000 the
Company’ § investment in-the Andacollo' Ming held through- CMD was.- written-off'in its entrrety
and on that date, the Company-ceased accounting for Andacollo’s results. Iit the 2000 fiscal year
Dayton’s share of Denton-Rawhide’s production was 37,706 ounces of gold and 283,796 ‘ounces
of silver. In 200() prlor to bemg deconsohdated on December I, Andacollo produced 84 028
ounces of gold : . :
Consohdated cash productlon costs in’ 2@01 were $247 per ounce: of gold produced compared to
$273 per-ounce in 2000; - In 2000 Denton-Rawhidé’s cash productron costs were $234 per ounce
and Andacollo’s cash production costs: were! $290 per ounce.’ During the 2001 year, minesite
operating costs at Denton-Rawhide.declined ds compared'fo 2000 levels. ~Staffing reductions
and a greater emphasis on cost control were responsible for the cost reductions. However, these
benefits were offset by a significant rcductron in by—product srlver revenue due to a srgmﬁcantly
lower spot price for silver. - : : : A S S




Net fncome And Its Comporrents |

The net loss for the fiscal year 2001 was $3.37 million ($0.11 per share), compared:to a loss ‘of
$31:39 million ($1.17. per share) for the year ending December 31; 2000 and-a loss of:$2:05
million ($0.12 pet share)for:the nine months-ended December:31;:1999:: The results for-2000

included .a writedown:of $22.7 million relatmg to- Andacollo The loss before unusual 1tems in
2000 was $8.7 million ($0.32 per share). . R RN Pl T e

The improved operating performance in-2001: was.due to the:decision to.permanently ‘closé.the
‘Andacollo Mine in-December:2000.: In 2000 Andacollo adversely effected the earnmgs of
-Dayton for the eleven months that it'was: operatlng T O R .

Net sales revenue, 1nclud1ng hedgmg gams royalty and sellmg expenses in 2001 totalled $l4 9
million versus $34.9.million for 2000 and: $26.3 million for the nine months:ended December 31,
1999.: The average price of gold-received was $271 per ouncé:in:2001 vérsus $279 per; ounce'in
2000-and: $275 per: ounce:in:1999. In:2001: the: Company: sold. 49,300 ounces of: gold:versus
121,734 ounces for the twelve months of 2000-and: 134,955 ounces:for 1999:: Operatmg cosfs:in
2001 totalled $13.5 million versus $33.7 and $21.3 million in 2000 and the nine months ended
December:31; 1999: respectively. - The:year ‘overyear decrease. was. due:to: the:inclusion: of the
Andacollo operations for eleven months in 2000. On a comparative basrs ‘costsatDentori-
Rawhide were largely unchanged

Deprecratron depletron and amortrzanon decreased from $6 5 m1111on in 2000 to $3 O m1ll1on in
2001.-The comparable figure for the nine months-ended: December 31, 1999 was $4: 7 million.
The:décrease i from' 2000 to-2001-was .due to’ productron orily-¢oming’ from' Denton-Rawhrd in
'2001 whrch had lower non—cash charges on a per ounce basrs than Andacollo ‘ ’

SR

- The operatlng loss for 2001 was $1. 6 mllllon versus'a loss of $5 3 mlllron in 2000 and a: $0 3
‘million operating profit in 'thé nine months énded December:3 1;1999:7In 2000  othier: expenses
totalled $3.4-million for the twelve‘month period ‘compared: with $1.8 million for the ‘cutretit
year. *In“general most cost ‘centers in 2001 benefited:from lower: spendirigrthan in"the prevrous
year!’ Interest income- declined in: 2001 -due: to-lower interest:rates 4nd lower investible cash
balances!* Interest: expense declined in2001: compared to 2000 and 1999 as*the majorrty of the
2000 and 1999 mterest expense was generated in Chrle Rk : g

TR
Pt IR

LIQUIDI TY CAPI TAL RESOURCES AND FINAN CIAL CONDITI ON

With the closure of the Andacollo Mine, the assets and liabilities of the Company consist of its
investment in the:Denton-Rawhide Mine; the El:Salvador properties and the assets and liabilities
of ithe':parent .company. + Dayton Mining: Corporation:is owed $1.8:million:by €MD.:While
Dayton: believes: this. amount, or more will be recovered ‘from-the sale of remaining assets, tax
losses-and water rights, owned by CMD, the eventual recovery of such amounts 1s uncertam :

,,:‘l" .

As at the end of 2001 the Company was essentrally debt free exceptrng normal coarse trade
payables.and-ailoan obligation to an affiliate company: that is repayable out of a percentage of the
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cash flow from the Denton-Rawhide Mine. In January 2002, Dayton was released from all
material guarantee obligations of CMD.

With the closure and write-off of the assets ofthe Andacollo Mine, :the  Company’s working
capital at the end of 2001 was $7.68 million compared to $9.8 million at the end of 2000. ‘Also,
by the end:of 2001, the Company’s debt to ‘total asset ratio was 8%. -In June of 2000, the .
Company: raised $5.8 million on the sale of 4.09 million common shares: via a. specral warrant
issue. The decline in investment income occurred because of a reduction in cash: i

Cash flow from operations in-2001 was negative $0.38 million or ($0.01) per share versus a
negative $1.691 million ($0.06 per share) in 2000.- Cash flow from operations improved because
Denton-Rawhide is cash generating but Andacollo’s operations consumed cash. - In 2000 the
Company acquired a 49% interest in the Denton-Rawhide Mine and a number of exploration
properties’ in El' Salvador through the acquisition of Mirage.  Both of these acquisitions were
completed by issuing common shares. See Note 15 to.the financial statements for a description

of these transactions. Durinig 2001, the Company spent minimal funds on deferred stripping and
~ plant and equipment as:compared to $1.1 million in. 2000. In 2001 no-revenue was recorded for
hedgmg act1v1t1es as compared to $O 72 mrlhon n 2000 = o ,

The Company drd not pay any d1v1dends in 2001 2000 or 1999 and does not plan on paymg any
dividends:in 2002. .

REGULA T ORY EN V]RONMENTAL AND OT HER RISK FACTORS AND OUTLOOK |

,The company is commrtted to constructmg and operatmg its mines : and exploratlon pro;ects to
minimize the effects of its operations on the, environment. The: proposed reclamation plan:at.the
Andacollo Gold Mine in'Chile: generally. follows North American. standards. ':As. part;. of the
closure plan, CMD has begun final pit reclamation activities and is depositing certain funds into
a trust to provide fundmg for the: estimated. closure costs. - This fund:totals $1.2 million. . These
funds. are. derived in part from the revenue to be generated from. the. sale of. releach gold
production and from the-sale of the assets of the mine. .With respect. to.the post closure costs at
Denton-Rawhide, the Gompany. recognized the then entire estimated .obligation is at the: time-of
the acqursrtron ‘This amount. has now: been, increased: to -approximately $4.8 million. withthe
remaining obligation being accrued on a unit of production basis. Furthermore,:Dayton: has
established a closure fund with approxrmately $3 .4 million in it as at year-end to fund its share-of
closure costs. Dayton contributed $0.5 million in 2000 and $0.4 million in 2001 to this fund.
Approximately $1.1 millionis anticipated to be spent on reclamation in 2002 :with no trust
fundmg requ1red

The Company and its Jomt venture partner have 1mplemented extensrve health and safety
programs, for its employees in Chile, Canada, The United States of' America and: El Salvador.
The Company: believes it is in compliance with such laws in all of the countries in which ‘it
operates and is not aware of any changes to these laws or regulations. that would have a material
impact on the ﬁnanc1a1 condition of the Company

The Company’s sole operatlng asset isa 49% interest in the Denton Rawh1de Mme in Nevada.
Its profitability and ability to generate positive cash flow is directly related to the prevailing
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market price for gold and silver, the Company’s share of production from this operation and the
ability of the Manager of the Denton-Rawhide Mine to control the costs of production.

The published level of reserves and resources are estimated using a gold price of $300 per ounce

and such reserve estimates are made within normal engineering standards employed by such

professionals. In 2002 Dayton anticipates its share of gold production at Denton-Rawhide will
be 48,300 ounces of gold and 392,500 ounces of silver at a cash operating cost of $218 per ounce

of gold produced (net of silver credits). After funding the reclamation planned for 2002, it is

forecast that Denton-Rawhide will generate positive cash flow. By employing this price, reserve

and cost estimates, the carrying value of the Company’s assets as stated is believed to be

reasonable. Any adverse change in these estimates could affect the future carrying value of such

assets. :

During 2002 the Company is planning to spend limited amounts of money to continue to
advance the El Dorado project. The Company’s ability to obtain third party financing to advance
this property is believed to be limited given the depressed nature of the equity markets for junior
gold producers and therefore the Company may be forced to seek a partnership or an alternative
arrangement with another mining company to advance the project.

“Safe Harbor” Statement: The statements, which are not historical facts contained in this
release, are forward-looking statements that involve risks and uncertainties that could
cause actual results to differ’ materlally “from targeted results. These risks and
uncertainties include but are not limited to significant declines in precious metals prices;
currency fluctuations; increases in production costs; differences in ore grades, recovery
rates, and tonnes mined from those expected; changes in mining, or heap leaching rates
from currently planned rates; the results of current exploration activities and new
opportunities; and other factors detailed in the Company’s filings with the U S. Securities
and Exchange Commission.
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- Title of Each-Class~ NN o

# .. Common Shares Without Par Value . . ... e American. Stock Exchs
: Exchange
Securities registered or to be registered pursuant to
Section 12(g) of the Act: ) NONE
Securities for wﬁich there is a reporting obligation
pursuant to Section 15(d) of the Act: : NONE

Indicate the number of outstanding shares of each of the
issuer’s classes of capital or common stock as of the
close of the period covered by the annual report.

31,123,974 Common Shares Without Par Value at December 31, 2001

Indicate by check mark whether the Company: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Company was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days.

YES X NO

Indicate by check mark which financial statement item the Company has elected to follow.
Item 17 X Item 18
Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Sections 12, 13 or 15(d)
of the Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed by a court.

NOT APPLICABLE
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As used in this Annual Report on Form 20-F, unless the context otherwise indicates, the term
“Dayton” or the “Company” means Dayton Mining Corporation and its subsidiaries.

EXCHANGE RATES

UNLESS OTHERWISE INDICATED, ALL. MONETARY REFERENCES HEREIN ARE
DENOMINATED IN UNITED STATES DOLLARS, EXCEPT THAT ALL SALARY
INFORMATION IS DENOMINATED IN CANADIAN DOLLARS. THE AVERAGE
EXCHANGE RATE FOR 2001, AS REPORTED BY THE FEDERAL RESERVE BANK
OF NEW YORK, WAS CANADIAN DOLLARS $1.549 EQUALS U.S. DOLLARS $1.00.
HISTORICAL EXCHANGE RATE INFORMATION IS PROVIDED IN ITEM 9C.

"_SITATEM}:NT'REGARDING FORWARD LOOK[NG INFORMATION

Certain statements in this Annual Report under the captlon “Key Information”, “Information
on the Company” and “Operatmg and Financial Review and Prospects” and elsewhere in
this Annual Report and the documents incorporated herein by reference constitute “forward-
looking statements” within the meaning of the United States Private Securities Litigation Reform
Act of 1995. Such forward 1ook1ng statements involve known and unknown risks, uncertainties
and other factors which may cause the actual results, performance or achievements of the
Company, or industry results to be materially different from any future results, performance, or
achievements expressed or 1mphed by such forward- -looking statements. These risks and
uncertainties include but are not limited to future changes in gold prices; differences in ore
grades recovery rates, and tonnes mined from those expected; changes in mining and milling
rates from currently planned rates; the results of future exploration activities and new exploration
opportunltles, the 1mpact of changes in forelgn currency exchange rates; environmental risks;
polmcal I‘lSkS changes in government regulatlons and pohc1es 1ncludmg trade laws and policies.




" GLOSSARY OF MINING TERMS AND DEFINITIONS

The following terms have the following meanings in this Annual Report on Form 20-F:

“Contained Gold”

Represents estimated ounces of gold in the ground after
appropriate extraction and dilution factors have been applied
but without reduction for ounces of gold not recoverable by the

. ...applicable metallurg:iqgl ProCesS. - i Yo

I

“Dore” ..,

ke
[P L A

“Indicated Mineral Resource”

opt> ‘.f! g ‘
el s T s gihees per short ton.

Grams per tonne. One gram per tonne equals 0.02917 froy

An ‘Indicated Mineral Resource’ is that part of a‘Mineral~
Resource for which quantity, grade or quality, densities, shape
and physical characteristics, can be estimated with a level of

_ confidence sufficient to_allow the appropriate. application of
+ {schnical and economic parameters, to support mine planning
and evaluation of the economic viability of the deposit, The
"estimate. is based on_detailed and reliable,_exploration; and
*'“festing information_gathered through. appropriate_ techniques

@

from locations such as outcrops, trenches, pits, workings and

““““

" dril holes that are spaced closely enough for geological and
" grade continuity to be reasonably assumed. ..

“Inferted Mineral Resource”

" techniques from location:

“Measured Mineral Resource”

' estimated on the basis of geological evidence and Timited

sampling and reasonably assumed, but fiot verificd, geological
““and grade continuity. T] mate is based ‘on
" information and sampling ~ gathered ‘through appropriate

“An “Inferred Mineral Resource” i that part of a Minera

Resotrce for which quantity ‘and grade or quality ¢

i

be
d

| ¥ |

1 " 'The' estimate is based ‘on limited

iy

s such as outcrops, trénches, pits,
workings and drill holes.

A ‘Measured Mineral Resource’ is that part of Mineral
Resource for which quantity, grade or quality, densities, shape,
physical characteristics are so well established that they can be
estimated with confidence sufficient to allow the appropriate
application of technical and economic parameters, to support
production planning and evaluation of the economic viability
of the deposit. The estimate is based on detailed and reliable
exploration, sampling and testing information gathered through
appropriate techniques from locations such as outcrops,
trenches, pits, workings and drill holes that are spaced closely
enough to confirm both geological and grade continuity.




“Mineral Resource”

“Ore”

“Preliminary Feasibility Study”

-2

A ‘Mineral Resource” :is ‘a’concentration or occurrence of
natural. Solid, inorganic or fossilized organic material in or on
the Earth’s crust in such form and quantity and of such a grade

or- quality that ‘it has' reasonable:ptospects‘ from ecoromic

extraction. The location, quantity, grade, geological
characteristics and- continuity of 'a* Mineral Resource ‘are
known; estimated ' or mterpreted from spec1ﬁc geologlcal
ev1dence and knowledge AR

A natural aggregate of one or. more’ mmerals whlch at a
specified time and place, may be mined and sold at a proﬁt or

~ from whrch some part may be proﬁtably separated

714

A ‘Prehmmary Feasibility Study ‘means 'a’’ comprehenswe
study of the Vlablllty of a mineral prOJect that has advanced to a

stage where ' the - mining méthod, in'the case’ of underground

mining, or the pit configuration, in the case of an open pit, has}
been established, and which, if an effective method of minetal
processing has been determined, included a. financial analy31s
based on reasonable assumptlons of ‘technical, engineering,
operating, economic factors. and ,the-. .evaluation .of other
relevant factors which are sufficient for a quahﬁed person,
acting reasonably, to determine if:all, or .part of the mineral

_ resource may be classrﬁed as a mineral reserve.

“Probable Mineral ;Rfeserves":’

'_"A ‘Probable Mmeral Reserve 1s the economlcally mmeable
part of an Indicated, and in some circumstances a Measures

.. Mineral Resource demonstrated : by - at. least. a Preliminary

“Proven Mineral Reserves”

“Qualified Person”

“tde’

Feasibility . Study. - This. Study must 1nclude -adequate
information on mlmng, ‘processing, metallurglcal economic

and other relevant factors that: demonstrate, at the time of
reporting, that economic extraction can be Justlﬁed

.-A. ‘Proven Mineral Reserve’ is the: economically mineable part

of a Measured Mmeral Resource demonstrated by.at least a
Prehmmary Feasrblhty Study.  This Study must include
adequate information on mining, processing, metallurgical,
economic, and other relevant factors that demonstrate, at the
time or reporting, that economic extraction is justified.

Conforms to that definition under National Instrument 43-101.

Tonnes per day. One tonne equals 1.10231 ton.




| 'DAYTON MINING CORPORATION

ITEM | DIRECTORS, SENIOR MANAGEMENT AND ADVISORS

The Company as at December 31, 2001 had elght dtrectors Only one of the eight directors is a
member of the Management, of the Company. The Company has two senior officers, Mr. W.
Myckatyn, President, Chief Executive Officer and Chairman of the Board and Mr. F. John
Norman as Controller. (See Item 6 for further information on directors, officers and senior
management of the Company) '

The Company s prmc1pa1 bank is the Bank of Montreal Main Branch, Vancouver, British
Columbia. Its mdependent auditors are PrlcewaterhouseCoopers LLP, Chartered Accountants of
Vancouver British Columbia. | L . :

ITEM 2: o OFFER STATISTICS AND EXPECTED TIMETABLE
Not Apphcable o

ITEM '3: ~ KEY INFORMATION | |

3A. SELECTED FINANCIAL DATA

The followmg table sets forth selected consolidated financial information with respect to the
Company for the five years ended December 31,-2001 and is extracted in part from the more
detailed Consolidated Financial Statements 1ncluded herein. The selected fmanc1al data set forth
below is stated 1n thousands of U.S. dollars (except per share amounts)

This selected ﬁnanc1al data has been prepared in accordance with Canadian generally accepted
accounting prmcxples (“Canadian “GAAP”) ‘which differs in many respects from generally
accepted accounting principles in the United States (“U.S. GAAP”). A discussion of differences
between Canadian' GAAP and U. S GAAP is contamed in Note 17 to the audited Consolidated
Financial Statements. e

The following table should” be read ‘in conjunctlon with Item 5 - “Operating and Financial
Review and Prospects and the Consohdated F manclal Statements included in Item 19.




Nine Three December 31
Year Year Months . Months 1998 1997
Ending  Ending ending ~ Ending '
Dec.31, Dec. 31 2000  Dec. 31, March 31
: 2001 1999 11999

Income Statement Data . g B SRR
Metal sales © $ 14,913 $34,926 © $26,320 . $10,182+ :$:29,971 $:32,401
Interest income -~ 223 © 525 218 096 1,778 3,188
Net Income (Loss) from y
Operations (1,612) (5,273) 300 1,523 526 4,641
Net Income (Loss) (3,371). . ,(31,388) (2,053) . . 410, (42357)  (18,040)
Loss per share (0.11) .17 ©.12) (030)  (22.60) (10.20)
Balance Sheet Data o o ,
Working capital $ 7,683 $ 9,865 $6526 $(1,236) - '$ 439 ° $ 20,248
Total assets 24,540 28,563 48,544 68,625 81,363 145,619
Net assets 16,998 20,369 29,879 . 318247 i 1315566 73,924
Long-term debt 1,849 1,849 5,234 20,167 19,390 17,529
Shareholders equity 16,998 20,369 29,879 31,824 .. .31,566 73,924
Capital stock 53,810 53,810 31,932 31,824 59,251 59,251

Outstandmgshares ! 31,123,974 31,123,974 . 17,567,839 2,042,939 .. 2,042,939. 2,042,939
Dividends declared D - v . . ' " -
Diluted Income/share " na’’ na. " na ' na “Ra ‘na

- @ All the amiounts aré in thousands of U.S. dollars, except per share amounts. Shares outstandlng have

. (2)‘ .

- been adjusted to reflect the one for twenty consolidation.
-Diluted Income per share is not reported as it would be accretive. .

.0

SECTES

Had the Consohdated Fmancral Statements of Dayton been prepared in accordance wrth U S.
 GAAP, certain selected financial data would have been reported as follows, (m thousand of U. S
dollars except per share amounts):

o ‘Nine’ Three .  December 31
“Year ' Year Months = Months "
Ending . Ending Ending Ending 1998 1997
Dec. 31, Dec. 31, December March
2001 2000 1999 ... 31,1999 . ;. ...
Income Statement Data ' ’
Net Income (Loss) ' $(3.433)  $(31,388)  $(1,826) ' “$(515)" '$(46,366) $(51,676)
Net Income (Loss) per share SOy (117 (0200 . (020) | (2240)  (24.80)
Balance Sheet Data o ‘ o o A
Total assets Shareholders’ equity $ 24,540 $28,563 - .$48,544 . :$56,169 .. $66,269 $136,740
29,879 7,866

16,998 20,369 (39,749) (39,234)

@ All per share amounts have been restated to reflect the one for twenty share consolidation' effective April
2000.

3B. CAPITALIZATION AND INDEBTEDNESS

The Company has issued only one class of equity, common shares. As at Dcccmber 31, 2001
there were 31,123,974 common shares outstanding. The Company has no fixed dividend policy
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and it does not have any plans to establish a dividend policy and has not declared a dividend in
the last five years. As atDecember 31, 2001 the Company had' $2.1 million of trade payables
and a $1.85 million loan, payable to two subsidiaries of Kinross Gold Corporation. The principal
on this loan is repayable from a portion of the Company’s net cash flow generated by the
Denton-Rawhide Mine and is non-recourse to Dayton Mining Corporation. . In early 2002.the
Company was: released from its guarantee of a lease obligation made between Caterpillar
‘Leasing and Compaiiia’ Minera Dayton Limitada, (“CMD”)a ‘wholly owned subsrdrary of the
Company

3 C REASON FOR THE OFFER AND USE OF PROCEEDS
~ Not Applicable
3D. RISKFACTORS
:" :Rrsks Assoclated with: Mmmg

: a(z) Metal Prtce Volattllfy

""The Company s ability to- generate proﬁts from its 'mining operation is dlrectly relate
international price of gold, which is not within control of the Company. The gold price . :has a
hrstory of extreme volatility and there can be srgmﬁcant upward or downward movements in
price in a short period of time. If the gold price declines below the cost of production at the
Company’s sole producing mine, the Company may ‘be required to reduce its estimate of reserves
and it may determine that future commercial production is not a viable: alternative. The
premature or unexpected closure of a mining operationi would significantly’ advance in time the
estimated reclamation and closure costs of that operation, and therefore restrict the cash the
Company has planned to utlllze for other capltal spendlng, exploratlon development or :
acquisition activities. ‘

Gold prices historically have fluctuated widely and are influenced by a number of factors beyond
the' control or 1nﬂuence of the Company Some mdustry factors that affect the price of gold
include: ; : e

e industrial and jeWelry_dem'and;

. central bank lending or purchases or sales of gold bullion;
"o forward or short sales of gold by producers and speculators;
: ‘.,:f: f future level of gold productlon and. -
e rapld short-term changes in supply and demand due to speculatlve or hedging activities

by producers, individuals or funds.
Gold prices are also affected by macroeconomic factors including:

. confidence in the global monetary system,

o ;' ‘ expectat1ons of the ﬁJture rate of 1nﬂat10n, '
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. the availability and attractiveness of alternative investment vehicles;

. the general level of interest rates;

. the strength of, and confidence in the U.S. dollar, the currency in which the price'of gold
is generally quoted and other major currenc1es

o - global and reg1onal political or economic events and .

. X costs of productlon of other gold producmg compames whose COsts are denommated m

, ‘currencies other than the US dollar

All of the above factors can, through their mteractron affect the prlce of gold by mcreasmg or
decreasmg the: demand for or supply of gold

The volatlhty of gold prices is 1llustrated by the followmg table of the hxgh average. and low
gold prices per ounce on the London Metals- Exchange bulhon market (Source of Data London
Bullion Metal Exchange). e

Year:w* - High* - ‘Average: ~ -Low i Year: Hrgh Average . Low t

US$ US$ US$ US$ US$ USs$

1989 $417 $381 $356 1995 $396  $384 O $372
1990 $421 $384. - $346. | ..1996 ... -$416 - . $388. .. . $367
1991 $404 $362 $344 1997 $368 $331  $293
L1992 - 8360 ¢ $344 - $330 | 1998 . 83137 $294 - $273
1993 $407 $360 $326 1999 . $325 $278 . $252
1994 $398 $384 $370 2000 $312 - $279 - $263

: 2001 $293 .. 271 .. $257

While gold production, sales and prices are by far the most significant: factor ‘affecting the
financial performance of the Company, approximately 10% of the Company’s sales revenues are
derived from silver. Silver prices are determined in the international marketplace' through ‘the
interaction of the supply for and demand for this metal The Company has no 1nﬂuence over the
pr1ce it receives from the sale of s1lver o

(zz) Uncertazntzes Assoczated wzth Estlmatmg Ore Reserves

Ident1fy1ng and then acquiring mlneral depos1ts depends upon a: number of' factors not the least
of which is. the technical skill-of the exploration personnel involved,-and the financial ability of
Dayton to'acquire promising exploration properties. Whether a mineral deposit once discovered
will be commercially viable also depends on a variety of factors, some of which are the
particular attributes of the deposit, such as size, grade, metallurgy and proximity to
infrastructure, foreign exchange rates, as well as metal prices which are highly volatile, and
government regulations, including regulanons relating to prices, taxes, royalties, land tenure,
land use, exporting of minerals, 1mport1ng of ‘materials; the 1mportatron of’ supphes and
equlpment the cost of supphes and services, and laws regulatmg environmental protect1on In
add1t1on ‘ore Teserves are’ also affected by future changes in gold pr1ces differences in ore
-grades recovery rate tincertainties and costs’ dlfferlng from those used in' determining the
reserves. The exact éffect of these factors cannot be accurately predicted, but one or any
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combination of these factors may result in the Company not receiving an adequate return on
invested capital.

(iii) Mining and Production Risks

Mining operations generally involve a high degree of risk. Hazards such as unusual or
unexpected geological formations and other conditions may be encountered in the mining
process. The Company may become subject to habihty for pollution, accidents or. injury to
employees cave-ins or hazards against which it cannot insure or against wh1ch it may elect not
to insure. The payment of such liabilities may have a material adverse effect on the Company’s
financial position. In addition, there are a number of uncertainties inherent in any mining activity
as to the location of economic ore reserves, the development of appropriate metallurgical
processes, the receipt of necessary governmental permits, the construction of mining and
processing . facilities, and: the. appropriate financing ‘thereof. Accordingly;- there can .be no
assurance. that the Company’s exploration and acquisition programs will: y1e1d NEW IeSErves to
replace mined reserves or to expand current reserves. SR . ;

Dayton prepares estimates of future production, which may or may not be achieved. Also, past
production and cost:levels may or may not be indicative of future productlon levels because of:

. the accuracy of estrmatmg Ore reserves;

. the accuracy of estlmates of production costs and recoveries;

. the level of metal recovery attained with the metallurglcal recovery process employed
. the availability of labour and the cost of labour; |

. the availability and cost of critical materials and supplies; and

LIS the mechanical avarlabrlrty and costs of plant and equipment..

(zv) Currency F luctuatzons May Ajfect the Costs of Dozng Buszness

Dayton s act1v1t1es are located in four countrles Canada the Unlted States El Salvador and
Chile. Gold and silver are sold in international markets at prices denominated in U.S. dollars.
However, except for the Denton-Rawhide Mine in Nevada, a significant portion of the costs
associated with Dayton’s activities in Canada, Chile and El Salvador are denominated in
currencies, not directly related to the price of the U.S. dollar... The appreciation of:these
currencies vis a vis the U.S. dollar could increase the. Company’s cost of doing business in these
countries. The Company does. not utilize hedgrng programs to. any. srgmﬁcant degree to mitigate
the effect of currency movements. :

(v) F inancing Risks

Dayton has limited ﬁnancral resources and there is no assurance that operatrng cash flow from
Denton-Rawhide will be sufficient (See “Metal Price Volatlhty and Production Risks”), or: that
additional fundmg will be avallable to it to meet its capital spendlng obhgatrons at its sole
producrng mine, to further exploratron and development of its projects or to fulfill its obhgatlons
under any appllcable agreements Although the Company has been successful in the past in
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obtaining financing through the sale of its securities, there can be no assurance that it will be able
to obtain adequate financing in the future or that the terms of such financing will be favourable.
Failure to obtain such additional financing could result in-delay or indefinite postponement of
further exploration and development of its projects with a pos31ble loss of such propertles ora
restnctlon on future productlon at Denton-Rawhlde ' X 3

(vz) Government Laws and Regulatzons

Denton—Rawhlde S operat1ons and the Company 'S exploratlon act1v1t1es Sht El Salvador are
subject to a complex set of laws and regulations, which are under revision and which govern the
protection of the environment, waste disposal, worker safety, mine development, property tenure
and the protection of endangered and protected species. There may be costs and delays
associated with compliance with these laws or regulatlons that could prohlblt the Company from
the development or expansmn of a mine. , :

Mining operatlons have mherent risks. and hab111t1es assoc1ated with ‘possible pollutlon of the
environment and with the dispesal of waste products occurring as.a result of mineral exploration
or the production- of metals from:'producing: mines. .Laws and regulations involving :the
protection and remediation of the environment and governmental policies and regulations for.the
implementation of such laws and regulations are: constantly changing and -are;.in general;
becoming more restrictive and more costly to abide by. Closure cost requirements.could change
from current estlmates

Each ]ul'lSdlCthIl in which the Company operates has its’'own:set of laws and regulatlons Wthh
govern mining and exploration activities. It is possible that future changes in the laws governing
the Company’s operations, workforce, taxation, and closure plans could have. adverse material
affects on the Company s ﬁnanc1al v1ab111ty and ablhty to continue its business actlvmes 1n that
Junsdlctlon R : Gl T

(vu) The. Company s Insurance Coverage May Be Inadequate

The .mlnlng 1ndust:ry is subJeot to mgn;ﬁcant rlsks that.could resultvin; |

. damage to or destruction of property and facilities;
. personal injury or death ‘

é ) :enV1ronmental damage and pollutlon

. delays in production; or

. expropriation of assets and loss of title to mining claims.

While Dayton has purchased property, business .interruption and- liability insurance that it
believes is appropriate for the level. of risk incurred, it does not have political risk insurance for
its assets in jurisdictions outside of the United States, nor does it carry insurance in the United
States for environmental damage or pollution because such coverage cannot be purchased at
reasonable costs.. This lack of insurance coverage could result in material economic harm to the
Company if a significant claim against the Company should occur.




(vuz) Competztzon for Other Assets ..

Sigmﬁcant and 1ncreasmg competition ex1sts for the hmited number of gold acqu1s1t10n
opportunities- ,available in Canada, the U.S., _Central and.-South America and elsewhere. - As a
result of this competition, some of which is with large. established mining .companies; having
substantial capabilities and substantially greater financial and technical resources than the
Company, the Company may be unable to acquire future potential gold mining properties‘ on
terms it considers acceptable. The Company also competes With other mmmg compames in the
recruitment and retention of quahﬁed employees BRI T

(lx) HedgmgActzvztzes 5 . * S U S SR SRl o

The Company s primary busmess is. the aeqmsxtion and development of gold and sﬂver
properties and its revenue to date has almost entirely been derived from proceeds, from, or related
to, the sale of gold and silver. (See “Risk Factors — Risks Associated with Mining — Metal Price
Volatility”).  Gold and-silver prices are subject to significant volatility and these:changes, toithe
extent that the: Company’s production is unhedged, can significantly affect Dayton’s: profitability
and cashflow. . Gold prices.have declined:steadily. since: the latter part of 1996, culminating in
August 1999 with:the lowest price in‘twenty-one years,. and have since then essentially:remained
near: or. below:$300 per. ounce. - Silver: prices also ‘are :currently. at:levels considered low by
historical standards. .- .- I EETFEN O SR B R (R TR IO

The Company may utilize derivatives for other than trading purposes, to protect the selling price
of a portion of its gold production: -Silver:production is sold in the spot market.. The Company
has: in the past used:a combination-of fixed: or spot.deferred forward sales; puts:and calls, as-part
of this gold hedging program. : The:proceeds. derived from- writing (selling): the calls have.at
times paid for.the puts, and at other times: puts:have been closed: out and :the: proceeds used to
purchase additional puts. The market risk to Dayton’s cash flow from each put.instrument
- relates to the possible failure of the counter-parties to honor their commitment to purchase the
gold when the put price exceeds the appropriate spot price at maturity. The counter-parties to the
Company’s put contracts are, however, large international credit worthy institutions. The market
risk to the Company of its gold'call option contracts relate to the possibility that ‘the Company
may not produce sufficient gold at the appropriate time to meet the call obhgations should they
arise. O

At December 31, 2001 the Company’s hedging program consisted of 6000 ounces of spot
deferred gold forward contracts at an average price of $280.25, maturmg monthiy to March
2002. R ‘ ,

(x) Conflicts of Interest

Certain directors: of the Company are also directors, officers or shareholders of other companies
that are engaged ‘in the business of acquiring, developing and:exploiting natural resource
properties. Such: associations''may give rise' to conflicts ‘of interest from time to ‘time: The
directors of the Company-are required by law to act honestly and in good faith with a view to'the
best interests of Dayton and to disclose any interest, which 'they may have in any project or
opportunity of Dayton. If a conflict of interest arises at a meeting of the board of directors, any
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director-in a .conflict will disclose his interest and. abstain from voting on such matter. ..In
determining whether or not the Company will participate in -any: project or opportunity, .the
director will primarily consider the ‘degree of risk to Whlch the: Company may be exposed n
~ relation to its ﬁnanc1a1 pos1t10n at that time. = o ; R RS TIT

Speclﬁc RlSk Factors Assoclated w1th the Andacollo Gold Mme and the El Dorado | i
Property S e e Gl ,

In addition to the risk factors discussed in “Risks Associated with Mining” and “Specific:Risk
Factors Associated with the Denton-Rawhide Mine” investors should also con51der the followmg
factors in evaluatmg the Company and its busmess : JEERTY : :

(z) stks Assoczatea’ wzth F orelgn Operatzons

The El Dorado Potemco and El Palsnal propertles are located 1n El Salvador Mlneral
exploration and mining activities in foreign countries are subject to. I'ISkS normally assoc1ated/
with the conduct of business in foreign countries and in addition its business activities may be
affected in varying degrees by political stability and government regulations. as.these evolve in
sovereign nations. These risks include foreign labour disputes, invalidation of governmental
orders,-uncertain political and-economic environments, war:or:civil disturbarices, changes 'in
laws,: changes in foreign exchange rates, regulations and policies of governments, changes in
foreign tax laws, delays: in obtaining necessary permits; limitations: on. the repatriation ‘of
eammgs and onglnal investments: and 1ncreased costs-of and d1fﬁcu1ty in obtammg fmancmg

Under the laws of El Salvador all mmeral rlghts are owned by the govemment All uncultlvated
private .and government-owned . lands are..open to exploration. and: .are available through
application for an.exploration and then an exploitation permit if certain conditions are met. Land
for which an exploration permit is obtained is held by payment of an-annual fee until converted
to an-exploitation hcenoe El Salvadorlan mining laws do not discriminate between. natlonals and
foreigners. e - - ' : = *

In mid 2001 the government of El Salvador enacted several modifications to the Salvadorian
Mining Law. The most significant of these changes included an extension from 5 years to.8
years the. time: before which a. property holder must. convert ‘an exploration licence: into -an
exploitation licence. _This revision _provides Dayton an additional’ three. years-.in.. which to
advance the El Dorado. project to. the development stage and then apply to the government.for.an
exploitation permit. ‘The application to convert.an exploration licence to a.30 year-(or longer)
exploitation licence must..be.accompanied..by,  among other things, a. feasibility study, a
development work program and an environmental .impact.study. . Under: the old laws the
maximum. size for .exploitation concession was-10 square ki,lomete'rs;.r - This .arbitrary. size
restriction. has been removed.. A -final and important change ‘was that the royalty levied .on
mineral production was reduced to 2% from 4% of net smelter returns.;- Dayton plans to continue
exploration efforts to-enable it to submit the documentation required to- convert. the .exploration
licence to an exploitation licence within the mandated time frame. However, there can be no
assurance that this will be accomplished.
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The management of Dayton uses its collective experience in international mineral, exploration
and development to assess the complex risk/reward relationships ‘that.exist in‘various countries.
When: determining whether or not-to proceed with an investment in a particular country,
management compares the potential benefits of a country’s geological potential ‘with: the long-
term political and economic risks. However, as with all other types of international business
operations;-currency fluctuations, exchange' controls,-change-to-tax regimes and political actlon
could impair the value of the Company’s assets in such foreign jurisdictions. ERRRE

(zz) T ttle to Propertles :

The exploratlon propemes in El Salvador may be subject to prior. unreglstered agreements .ot
transfers or local land claims and title may be affected by undetected defects. As part of its
investigations, Dayton has investigated the title to'the El Dorado, Potenico and’El Paisnal
properties. However, Dayton cannot guarantee that adverse claims to title will not arise in the
future; nor can it express an opinion on how dlfﬁcult the resolutlon of such clarms would be
under the laws ofEl Salvador e . S R : o

(zu) Solvency and Closure stk atAndacollo T ""b‘fzéi \

The Andacollo Mme in Chrle was’ permanently closed in December 2000 In order to fac1htate
this ‘closure and. the:orderly. disposal of all assets, the Company’s' subsidiary- Compafiia-Minera
Dayton (“CMD”); which: owns the Andacollo Mine, applied: to:the courts. for protéction against
its unsecured creditors. This application te the courts has resulted in a loss: of .control over the
assets of CMD and as such the Company ceased consolidating the results of CMD effective
Decemiber 1, 2000. This application included a plan for paying off all the unsecured creditors of
the mine, including Dayton, from the sale of gold:productionand assets.  This plan was-approved
by the creditors and the courts in Chile in May of 2001. It remains in effect unitil May 2005, at
which time unpaid creditors may petition CMD-into bankruptcy ‘As'at December 2001, Dayton
Mining ‘Corporation” was owed $1.8 million’ under this plan. ' The"total amount owed to all
unsecured creditors under this plan was $5.5 million at December 31, 2001. g

The holder of'd 2% fiet' smelter return royalty on the-production fromisthe ‘Andacollo-Mine has
initiated an action in'which it is suggesfed that'the royalty and related-advance minimum royalty
paymients as-described in‘the 1991 option to purchase the claims compfising the Andacollo Mine
have become- accelerdted ‘and ‘are immediately -due because -CMD ' is operating ‘under ‘the
Creditors’ Plan. 'The potential size of the claimi is $1.7 million.: CMD rejects these allegations
and' believes ‘such an interpretation of the option agreemient is incofrect. However, if it is
ultimately determined-that the royalty payments have been accelerated; this finding would have
an adverse material impact on the ultimate'proceeds’ from the disposition’ of the- assets of
Andacollo available for distribution to-thé creditors, including Dayton.: ‘The owner of this royalty
has'a mortgage on the -mineral claims comprising the ‘Andacollo Mine ‘andis attempting to
enforce its rights, should they be substantiated, through this mortgage The assets secured by the
mortgage are not clearly defined under the laws of Chlle and' therefore it w111 ‘be necessary to
“settle this disagreement in a court of law. - : : : :

Finally CMD is in the process of conducting reclamation at the minesite and is prepaying and
seeking government approval of the final reclamation and closure of the mine. CMD cannot, at
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this time, determine whether the royalty has been accelerated or what the ultimate closure costs
of the 'Andacollo Mine will be Such risks and costs rest pnmanly with CMD

Specific Risk Factors Assoclated with the Denton-Rawhlde Mme

In:addition to. the risk-factors discussed in “Risks Associated with Mining” and “Specific Risk
Factors Associated with the Andacollo Gold Mine and the El Dorado Property”: investors should
also consider the following factors in evaluatlng Dayton and its business. . L Co

(i z) Changes to the General Mmzng Law of 1 872

The majorrty of the Denton Rawhrde ‘Mine’s mmeral reserves and processmg actxvrtres are
located on unpatented lode.and. mlllsne claims located on U S. federal public lands.. The rrght to
use such claims are granted under the General Mining Law of 1872. Unpatented mining claims
are unique property interests in the United States, and are generally considered to be. subject to
greater title risk than, other real property interests because the validity of unpatented mining
claims is often uncertain. - This uncertainty arises, in part, out of the complex federal and state
laws and regulations under the General Mining:Law. and the. interaction of the General Mining
Law and other federal and state laws, such .as those enacted for the protection of the
environment: Unpatented mining claims are subject to possible challenges of th1rd Jparties or
its locatron and mamtenance is: dependent on Stl'lCt comphance w1th a complex body of federal
and state statutory or decrslona_l law. In add1t1on there are few public records that deﬂnrtrvely
control the issues of validity and ownership of unpatentable mining claims. In recent years, the
U.S. Congress has considered a number of proposed amendments to the. General Mmmg Law. If
adopted, such legrslanon could,.among other things: R : :

e

. 1mpose a royalty on,the productron of metals or- mmerals from unpatented mmmg clarms

* reduce or proh1b1t the ab111ty of a mining company | to expand its operatrons, and .

* . requrre ‘a materral change in the method of explomng the reserves. located on unpatented
' m1n1ngcla1ms R Co et L e e

All of the foregomg could adversely affect the economlc and ﬁnancral v1ab111ty of the Denton-
Rawhide Mine. £ : .

ITEM 4: . INFORMATION ON TI{E COMPANY .
4 A I-IISTORY AND DEVELOPMENT OF THE COMPANY

Dayton Mining Corporation (“Dayton” or “Company”) was incorporated under the British
Columbia Company . Act (“Company Act”) on May 7, 1985 under the name of Stanley
Developments Corp. by ﬁlmg memorandum and articles. The name of the Company was
changed to Dayton Developments Corp. on November 27, 1985 and changed to its current name
on August 26, 1991. Dayton altered its Memorandum of Association effective March 29, 1988 to
subdivide its then 10,000,000 Common Shares of authorized capital to 20,000,000 Common
Shares and to increase its authorized capital (post-subdivision) to 50,000,000 Common Shares.
Dayton again altered its Memorandum of Association effective October 26, 1988 to subdivide its
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50,000,000 Common Shares of authorized capital, such: that every two Commeon Shares were
subdivided into three Common. Shares for a total authorized: capital of 75;000,000: Common
Shares. Dayton further altered its Memorandum of Assocratlon effective June 28 1996 to
increase its authorized capital to 1,000,000,000 Common Shares.- . SR

On March-31, 1999 the ‘management of the Company requested that both shareholders and
debenture holders approve the conversion of ‘the then outstanding ' $69 million:convertible
debentures into common shares of Dayton. - This: conversion - was' approved by both ‘the
shareholders and debenture holders. To fully retire the debentures, the Company issued
310,500,000 common shares of the Company to the debenture holders, bringing the total number
of common shares outstanding to 351,356,779. This issuance of shares resulted in a change of
control of the company and necessitated the adoptron effectlve April 1, 1999 of fresh start
accountmg wh1ch estabhshed new Values for all of the assets and llabllltles of the company ‘

On April 6, 2000 Dayton acqulred one major mining asset and an exploratlon property by 1ssum'g
additional ‘comition shares: ‘Dayton’ purchased a 49% joint. venture intetest in the Dentons
Rawhide mine'in Nevada by issuing 144,710,000 common sharesto the vendor:- Based upon the
average trading' price of the Dayton common shares for 30 days preceding February 11, 2000
which 'was the day the purchase agreement was signed, the deemed cost of the transaction was
$12.275 ‘million, plus-the assumption of certain liabilities: ‘On’ April 6, 2000 the" Company
acquired exploration properties in El Salvador through the-acquisition’ of 100% of thé’ common
shares of Mirage Resource’ Corporation-and all of its outstanding debt by 1ssu1ng 44 339 606
common shares The effectrve cost of thls purchase was $3 76l mrlllon - :

In May 2000 the shareholders of Dayton approved al for 20 reverse stock spllt also known asa
share consolidation. This action reduced the outstanding common shares from' 540,661,385
common shares to 27,033,069 common shares. At that time it altered its Memorandum of
Association to increase its- authorrzed capital to 1,000,000,000-common sharés. -

On March 1, 2000, Dayton was successful in selling 81,818,181 spec'ial warrants at a price of
$0.11- per special : warrant. : These - special warrants ' were converted: into: 4,090,905 post
consolidation common shares of Dayton without payment of additional consideration. The
proceeds, net of underwriters’ commissions, were $5.82 million. Final receipts qualifying the
distribution of thé common stock following the exercise ‘of the special warrants were recerved
and the escrowed funds were released in June 2000. e g

.....

Dayton, had dec1ded to permanently close the Andacollo Mine. In May of 2001, the Chilean
courts granted CMD protection from its creditors until May 2005, assuming CMD adhéres to the
cond1t1ons of the Cred1tors Plan -

Finally on January 9, 2002 Dayton Mmmg Corporatlon and Pacific R1m Mlmng Corp (“Pacrﬁc
Rim”) announced, subject to shareholder and regulatory approval an amalgamatlon of 'the two
compames “If approved each Dayton shareholder will receive 1.76 common shares of Pacific
Rim in exchange for each Dayton common share Shareholder meetmgs are. scheduled for Aprll
3, 2002. ’
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The. head office of the Company is located at Suite 2393, Three Bentall Centre, 595 Burrard
Street, P.O:.-Box 49186, Vancouver, British Columbia, V7X 1K8. -~ .. . ...,

4 B. BUSINESS OVERVIEW .

Dayton is an international mineral resource corporation engaged, both directly and throﬁéh“i':t:é
wholly,—owned spbsidiarics, ‘in the acquisition and development of precious ‘metals properties. : ...
from 1985 (0 1988, Dayton acquired several. mineral resource properties for exploration i
British, Columbia, Arizona and California, Beginning in 1988, Dayton expanded its search for
mineral properties to South America. : _— S

In 1989, Dayton, through its wholly owned subsidiary, Compaiia Minera Dayton, currently
subject to a creditors’ plan and not under the control of the Company; acquired: its, then p,r;i,nqigal
mineral resource property, the Andacollo Gold Mine, in central Chile from Chevron Exploration
Corporation of Chile. . From 1989, Dayton focused its activities on the exploration;. financing;
development and construction of the Andacollo. Gold Mine, | Development: and construction.of
the Andacollo Gold Mine as a 12,700 tpd heap leach gold mine began in July 1994 and was -
completed in September 1995. The construction was partly funded out of proceeds of an equity
offering completed in May 1994 and a $50 million project financing. Operations at the
Andacollo Gold Mine commenced in September 1995, On January 1, 1996, the Andacollo Gold

Mine commenced commercial production,

Production problems and a deteriorating gold price severely influenced the financial performance
of CMD from its opening. In December of 2000 the decision was taken to permanently close the
mine. . CMD with the support of its unsecured creditors . was granted creditors’ protection- by-the.
Chilean courts in May of 2001. This was obtained o facilitate an orderly closure 6f the min

‘mine '
and an orderly sale'of its remaining assets. Since its closure, CMD has retired an-equipment
lease agreement with Caterpillar Leasing and reduced its unsecured liabilities from $6.9 to $5.5 -

million. Dayton is owed $1.8 million of this $5.5 million owed pursuant to the Creditors’ Plan.’

The mine continues to prodice gold from the Ieach pad releach activities and will proceec ‘
the disposal of equipment remaining at the mine site. CMD i§ currently conducting reclamatic
activities in the mine area and is in the process of obtaining approval for the ultimate reclamation
plan and has established a trust fund to pay closure costs. - o e :

LA lawsuit was filed against Dayton, in the Supreme Court of British Columbia, by Medinah
~ Energy- Inc:(“Medinah”); in mid-1998 alleging, among - other - things that Dayton had -
' misrepresented, in its 1997 Annual Report, CMD’s land position. t the :Andacollo Mine. Dayton

_ has disputed all of the allegations. On June 26, 2000 Medinah agreéd to adjourn the matter by

 consent and filed a praecipe to adjourn the trial generally. The action is currently outstanding,

In April 2000, Dayton, acquired a_49% interest in the Denton-Rawhide mine, near Fallon,
Nevada. In 2001 the mine operated as planned and produced 49,366 ounces of gold and 356,277
ounces of silver at a total cash production cost of $247-per ounce-of gold. Forecastproduction in
2002 is 48,314 ounces of gold and 392,500 ounces of silver at a cash production cost of $218 per
ounce. . L STl B A B IR C IR S
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During 2001 the Company- spent approximately $0.6 million on a program to advance the El
Dorado gold prospect in El Salvador. This pregram confirmed the Company’s high expectations
for this deposit. Work planned in 2002 will be generative in nature to identify drill targets with
the goal of expanding the global resource as well as to continue to advance environmental
studles

In the past; the Company has managed its exposure to reductlons in"the price’ of gold by entermg

- into both forward sales contracts and by selling call options or by purchasing put options. At
year end, the Company had 6, 000 ounces of gold committed for dellvery under spot deferred
contracts by the end of the first quarter of 2002." The average realized price of the gold hedged is
$280.25. The Board of Directors has authorized management to hedge up to 50,000 ounces of
gold if favourable cond1t1ons arise.

4 C ORGANIZATIONAL STRUCTURE

The followmg chart sets forth Dayton’s corporate structure including all matenal sub51d1ar1es
the _]UIISdlCthI‘l of their 1ncorporatlon and the Company S respectlve percentage ownersh1p of
each company o : : , : e
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( 1) CMDris subject toa credltors plan and as such is no longer ‘under managenal control of Dayton Mmmg Coxporanon

o

4 D. PROPERTY PLAN T AND EQUIPMENT

The Company S operatlons are in one mdustry, the development of and productlon from gold and
silver properties. It owns three non-producing properties and has a 49% joint-venture interest in
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one producing mine, Denton-Rawhide. The Company’s reserves and resources as of December
31, 2001 are as follows:

(i) Reserves (Denton-Rawhide — 49%)

Grade Contained Qunces
Tonnes Au/ (g/t) Ag (g/t) Au Ag |
Proven 1,847,000 1.19 14.46 70,400 858,600
Probable 59,000 0.71 10.32 1,300 19,600
Stockpile 2,185,000 | '0.46 8.47 32,300 595,012
(i)  Measured Resources
- Grade Contained Qunces’
Tonnes Au/(g/t) Ag(g/t) __Au'l L Ag
Denton- . . : v v C
Rawhide (49%) 3,499,000 0.56.. 9.0 63,000 1,010,200
El Dorado ‘ -1. ‘ - , - -
Andacollo 21,624,000 0.72 - 498,500 -
(iii) ' Indicated Resources
Grade - Contamed Ounces
Tonnes Aw/ (g/t) Ag (s/t) | T 'Am Ag
Denton-
Rawhide (49%) 142,000 0.72 10.3 3,300 47,000
El Dorado 3,018,600 7.6 56.9 742,100 | 5,526,000
Andacollo 27,366,000 "0.64" S 566,700 - o & L
(iv)  Inferred Resources
: Grade: - | Contained Qunces -
Tonnes Au/ (g/t) Ag (g/t) _ Au Ag |
Denton-
Rawhide (49%) - ) - , - e - L -
El Dorado ... 779,000 . - 47 34.5 117,800 " 864,000
Andacollo 15,007,000 0.56 - 271,700 -
Notes:y

Denton Rawhide’s reserves and resources were calculated by Mr. M, Read of Read Assocwtes
Mr. Read’s qualifications have been accepted by the British Columbia Securities Commlssmn
(‘ BCSC’ ), as meeting the criteria of a “qualified person” under National Instrument 43 101 a
publication of the Ontario Securities Commission. Also, because the Denton-Rawhide Mine is in
its last year of operation the BCSC, in.conjunction with other Canadian jurisdictions has
exempted Dayton from the need to file a Technical Report for this property

El Dorado’s resources were determined by Mr. P. Lacroix, P.Eng., an iridepehdent’consultant
and Mr. C.S. Wallis P. Geo an independent consultant. Both individuals are “qualified persons”
The following information is summarized from Mr.

under National Instrument 43-101.
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Lacroix’s report dated February 8, 2002 and titled “Resource Update Nueva Esperenza & El
Dorado Mine Area — El Dorado Project — El Salvador™.

Dayton acquired Mirage Resource Corporation and its underlying ownership in the El Dorado
Project in April 2000. For information regarding exploration work completed by previous
owners, the reader is referred to the independent geologrcal report prepared by JAMine Inc.
(March 2000).

~ A 13-hole core drilling program was conducted in the El Dorado Mine Area from June through
August 2000 to confirm the geometry and continuity of the Minita, Minita 3 and Zancudo veins
as well as extend the existing resource both laterally and vertically. A total of 3,726.6 m of
diamond drilling (HQ core) was completed during the period. Following completion of the
drilling program, the geological model for the 3 veins was updated and a new estimate of
resources completed by Lacroix. The program was considered a technical success, confirming
both structural and grade continuity, however overall estimates of quantities and grade did not
vary materially from previous estimates. The increase in drill intercept density did result in a
modest redlstrrbutron of resources from the inferred to indicated categories.

Including the most recent drilling program by Dayton, a total of 46,382 metres of diamond core
and reverse circulation (RC) drilling have been completed on the El Dorado Project from 1993 to
‘date. The majority of the work has focussed on the delineation of the Nueva Esperanza, El
Dorado and La Coyotera depos1ts ‘however other mlneral occurrences have also received
attention.

CAll core-drilling services have been provided by Geotecnia, S.A. de C.V. (Geotecnia), the
Salvadoran division of Swissboring from Guatemala. Drilling equipment employed mcluded
Longyear LY-38, LY-44 and Christianson CS-1000 drill rigs.

Holes K93-1 through K93-4 utilized NQ (47.6 mm core diameter) while all subsequent holes
~were HQ (63.5 mm -core. diameter). Several holes, particularly at La Coyotera, were reduced
~from HQ to NQ because of poor drilling conditions in the vein. -

All holes prior to K96-151 were surveyed utilizing Tropari borehole survey 1nstruments
Azimuth and inclination are read every 50 m and, generally, at the bottom of thehole. %
Beginning with K96-151 a single-shot camera was employed in the down-hole SUrveys.
Continued use of the Tropari instrument facilitated control and tracking during drilling. Kfter
the drilling was complete the single-shot camera was employed to provide a more accurate
location of the vein intercept and provide photo negatives for future reference. All drill hole
collar locations have been surveyed. Surface and down-hole survey 1nformatlon is recorded on
the drill logs and summary sheets

As the holes were drilled, the survey and geologic data was plotted on 1:1,000 sections.’ "Once
drilling was completed on any given section the geologic information was digitized. Complete
sets of drill sections are maintained in the Sensuntepeque office.

A reverse circulation (RC) drill was utilized at El Dorado between mid-Se‘p’temberénd mid-
December, 1994. This method was initially employed to pre-collar core holes to diminish both
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the hole cost and duration. 'RC.drilling was also employed at Nueva Esperanza, where the vein
position was well established, and the San Francisco area where broad targets existed from the
surface downward. A RC drill was also used in early-1998 as an exploration tool at several areas
wrthrn the Southem Drstrlct

Durmg the pre-collanng program a number of techmcal ‘problems became apparent, the most
serious of which related to down-hole contamination: below the water table. - For this reason,
sample data from: RC drrllmg was not 1ncorporated in resource. est1mates !

The. core is; stored in the enclosed facrlrtres in the El Dorado mine area. - During a drilling
program, the core is delivered to the core storage facility at-the El, Dorado mine site, and is
logged by geologic staff. The logging procedure consists of a written and: graphic geologic
description of rock type, including structure, hydrothermal alteration, vein density and
mineralogy (macroscopic), core recovery data, rock-quality: designation (RQD) -data (after
January, 1996), sample intervals, sample numbers, down hole survey, collar coordinates, collar
elevation, and total depth. Gold and silver assays are added when results are recerved from the
laboratory in Denver; Colorado. : - R

Sample intervals are determined and marked by the geologist prior to their splitting. Before
Dayton’s 2000 drilling program, the core was split by a trained local employee utilizihg a 254-
mm hydraulic core splitter. Core from D00-190 through D00-202" was cut' with a 12-inch
diameter diamond saw blade using a table-mounted circular saw. After each sample is split or
cut, it is bagged and carried to the sample preparation facility where a 600-gram (g), 90%
- passing 10-mesh sample is prepared. This 600g sample is split once again creating two identical
300-g samples. One 300-g sample is shipped to the U.S. for analysis; the other remains ‘on file in
the ‘E_l D_orado_ preparatlon facrlrty All coarse rej ect 1s also stored at the El Dorado mrne srte

From July 1993 uritil Aprrl 7,'1994, a1l gold and srlver analyses were performed by Skyhne Labs
(Skyliney of Wheatridge, Colorado, U.S.A. Subsequently, all work was moved to’ Cone
Geochemical, Inc. (Cone) in Lakewood, Colorado, U.S.A. who continued to provide analytical
serv1ces to the El Dorado project through December 2000.

Geochem1cal analyses performed by Skylme 1ncluded K93 1 through K94- 37 and samples 0
through aPPFOXImately l lOO The samples were analyzed by gravnnetrrc ﬁre assaymg R

All core, reverse: crrculatron cuttmgs rock; and soil ‘samplés collected since April 7, 1994, have
been analyzed by Cone. Between April 7 and September 20, 1994, primary reduction of sample
volume was completed by Cone. 1In brief, gold was determmed by ﬁre assay wrth an atomic
absorptron (AA) ﬁmsh The detectron lrmrt is 0 001 ppm (1 ppb) B

Since September 20, 1994, ali samples have been drred crushed (90% passing at 10 mesh) and
spl1t at the sample preparatlon facility located at the El Dorado mme

All samples are split down to a mass of approx1mately 600 g. This volume is spllt wrth one half
shlpped to Cone for analys1s whlle the other half is stored at the El Dorado mine. -

The results from several stages of check assay programsbegmnmg in early-1994 have not
revealed any obvious concerns regarding the process of sample collection, sample preparation or




-17-

with the assaying. Similar to many other deposits in the same volcanic belt of Central America,
the gold at El Dorado is very fine grained and partially entrained and encapsulated within the
banded vein chalcedony and nugget effects caused by coarse gold should be minimal.

While the author has visited the site on two occasions since the acquisition by Dayton and
inspected the core and preparation facilities, no independent sampling of core or mineralized
exposures or review of chain-of-custody procedures was undertaken by Lacroix.. The author has
however viewed the assay and geological database in detail and performed a-number of critical
checks on the data. As well, at the request of Lacroix, original assay values were re-entered by
site staff from assay certificates in an independent database. This database was compared with
the original data. Any problems or inconsistencies, although few, were corrected prior to using
the database for resource estimation. : L

Andaeollo $ resources were calculated under the direction of* Mr C.R. Van Order a qualiﬁed
person” under National Instrument 43-101.: ~ : :

Reserves are not included in resources and resources do not demonstrate €conomic. v1ab111ty
under currently employed estimation parameters

CMD, owner of the Andacollo Gold Mme is sub_]ect to the cred1tors plan and is' not, under
managerial control of the Company. -

V) Property, Pldf;i and Equipmeﬂi
DentonfRaWhide Mlne (49%)

The Denton-Rawhide Mine is a heap leach mine, located in west-central Nevada, approximately
190 kilometres south-east of Reno. The principal mineral properties consist of 55 patented and
842 unpatented mmmg claims, claim fract1ons and partial interest claims owned or held under
lease.

Dayton acquired its interest in the Denton-Rawhide Mine on April 6, 2000 pursuant to an
acquisition agreement dated February 13, 2000 (the “Acquisition Agreement”) between Dayton,
Kinross Gold Corporatron (“Kinross”), Kinross Rawhide Mmmg Company (“Kinross Rawhlde”)
and Kinross Fallon Inc. (“Kinross Fallon”). The Acquisition Agreement was negotiated on an
arm’s length basis by Dayton and Kinross, and provided, among other things, that: -

(a Kmross Rawhlde and Kmross Fallon assrgned all of therr 49% mterest in the Denton-
Rawhide Mine, meludmg all of their rrghts under the Rawhrde Joint Venture Agreement
(as described below), to Dayton in exchange for 7,235,500 Common Shares at a deemed
price of Cdn $2.26 per share for a total acquisition price of Cdn $16,352,230.

(b) Kinross Rawhide agreed to keep in place a US$1,297,356 reclamation letter of credit
“posted by it in connection with the Denton-Rawhide Mine until March 31, 2002. Dayton
agreed to pay to Kinross Rawhide a standby fee equal to the cost to Kinross Rawhide of
the letter of credit plus a support fee equal to 1.75% per annum, payable on the first day

of January, April, July and October in each year.
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© “Reclamation Trust Agreement”) ' among - Kennecott Rawhide - Mining - Company
‘(“Kennecott Rawhide”), Kinross, Kinross Rawhide, Kinross USA and'Bank: of America,
-as trustee, to Dayton for an amount equal to- $2,118,403 (being the amount held in: the
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Kinross Fallon and Kinross USA Inc. (“Kinross USA”) agreed to keep in place a
US$1,246,780 surface management surety bond posted by them.in connection with the
Denton-Rawhide Mine until March 31, 2001. Dayton agreed to pay to Kinross Fallon a

* standby fee equal to the cost to Kinross Fallon of the ‘surety bond (which is currently
* 0.40%) plus a‘support fee equal to 1.75% per annum, payable on the first day of January,
- April, July'and October in each year. In January 2001, the reclamation letter of credit
+ -+ and surety bond described in (b) and (c) were replaced on behalf of the joint venture'by a

surety provided by Kennecott Rawhide Mining Company (“Kennecott Rawhlde”) an '
1nd1rect wholly-owned ‘subsidiary of Rio Tinto Plc. ;

Kinross Fallon ‘and Kinross Rawhide assigned all’ of their “inferest in the frevoeablé
reclamation and severance trust agreement dated effective January 1, 1999%(the

trust created thereby for the benefit of Kinross Rawhide and Kinross Fallon). Pursuant to

" - a promissory note dated April 6, 2000, Dayton agreed to pay the amount held in the thist;

by no later than December 31, 2004 provided that Dayton sh’qllff’ma;ké ‘mifimum annual
prepayments on December 31st in each year equal to 25% of the néet intérnal cash flow

 received by the Corporation from its 49% interest in the Denton Rawhide Mifie.‘As patt
* “of the final reconciliation' of working capltal amounts; the amount outstandmg on the
~"’promlssory note was reduced to $1, 848 863.° ; SR : :

The ownershlp, management and opera‘uon of the Denton-Rawhlde Mme is govemed by a
construction and post-construction operating agreement dated as of June 23, 1989, as amended
by a first amendment agreement dated as of December 15, 1992, (the “Rawhide Joint Venture
Agreement”) between Kennecott Rawhide and Dayton (as assignee of interest from Kinross
Rawhide and Kinross Fallon). The Rawhlde Joint Venture Agreement provides, among other
things, that: - :

(2)
(®)
(©)
(d

Kennecott Rawhide holds a 51% interest in the Denton—Rawhlde Mme . ‘
Dayton holds a 49% 1nterest in the: Denton Rawhlde Mine;

Kennecott Rawhide shall be the operator of the Denton-Rawhide Mine; and *

‘the operation of the Denton-Rawhide Mine shall be overseen by a coordinating

committee (the “Coordinating Committee’ ") compnsed of three members-nominated by
Kennecott Rawhide and two members nominated by Dayton, and the parties to the
Rawhide Joint Venture Agreement are required to establish a trust:as security: for:the

- payment of reclamation and severance costs resulting from the eventual closure: of the
. Denton-Rawhide Mine (the “Reclamatlon Trust™). T SEERE

The Coordmatmg Commxttee of the Denton-Rawhlde Mme has determlned for the purposes of
the Reclamation Trust, reclamation and severance costs for the Denton- -Rawhide Mine of US$9.8
million of which 49% will be to the account of Dayton. As of December 31, 2001, a total of
US$3,216,711 is held in the Reclamation Trust for the benefit of Dayton. This determination of
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reclamation and severance costs is for the purposes: of the Reclamation Trust only and may not
bea true reﬂectron of actual’ reclamatlon and closure costs: of the Denton-Rawhrde Mme

Under the terms of a royalty deed and purchase agreement dated June 23 1989 as amended (the
“Royalty Agreement”) between Kennecott Rawhide, as.the _underlyrng,,,lessor ~of the mineral
properties comprising the Denton-Rawhide Mine, and Dayton (as assignee from Kinross-Fallon),
Dayton. is, entitled to a 2:45% ‘gross proceeds royalty in all precious metals.and. other minerals
produced. from the Denton-Rawhide Mine. Kennecott Rawhide.is entitled to 2.55% gross
proceeds royalty. In October 2001, the Royalty Agreement was terminated. . .

The -Denton-Rawhide Mine:is an open pit heap leach operation that has a nominal crushing
capacity of 6.2 million tonnes of ore per year.. ‘Access to the mine is via a paved road and a short
gravel road. Rockis drilled, blasted and loaded onto 77 tonne trucks: The ore.is then crushed to
9.5 millimeter size.in a.three stage crushing plant. and conveyed to and-dumped onto.the leach
pads.: All raw materials; supplies:and energy requirements are -sourced domestically. . A leach
solution is-circulated through the heaps. to dissolve: the:gold and silver.. -These precious metals
are then precipitated. from the solution with the addition of zinc. oxide.. Dore is.produced on site
and the dore bars are then.refined into- gold and silver bullion at an mdependent refinery. There
was no, significant capital spending at Denton-Rawhide in 2001, nor is any planned for 2002.
Open pit mining activities, will cease. in-late 2002. . Future metal produgtion will:come from
leaching of stock piles and on-going releach activities.: Dayton’s.49% share of metal production
between 2002 and closure in 2006 is forecast to be-a total of 109,000 ounces-of: gold and 979,00
ounces of silver. At December 31 2001 there were 138 full time employees at the mine.

I

The followmg table prov1des selected operatmg data for the Denton Rawhlde Mme (49%)

T

Fiscal Year

/ 2000 72000 T 1999
Tonnes Crushed 3,091,400 2,176,000 3,003,200 ‘!'
Gold Grade (g/t) 0.96 0.85 - 0.86
Silver Grade (g/t) - -+~ 1635 . 121 0 1E72
Gold Produced (o0zs) 49,366 37,706 56,645
Silver Produced (ozs) . ;.256,277.:. " ;283,796 - . 339,200 ' .

Cash production Cost $247 $234 $243
$loz), .. T T

o Represents Dayton s 49% mterest since the interést in the mlne was acqulred on Apr1l 1 2000
1999 results were prxor to Dayton s acqursrtlon of the property s ‘

AT

Gold and s1lver mmerahzatron in: the Rawh1de area is. hosted w1th1n altered Tertrary volcamcs
which cover several square kilometres in a large caldera system. The Rawhide caldera is:situated -
along an intersection between the north-west trending ‘Walker Lane Structural Zone and north-
east trending Basin and Range structures. All of the Rawhide deposits are structurally
* controlled; ‘volcanic -hosted epithermal ore- bodies. - The ‘Rawhide gold-silver :deposits are
mid-Miocene in age and are hosted'in a variety of volcanic rocks of early-to-mid Miocene age.

je
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Lithology plays a critical role in the style of mineralization. Primary permeability amenable to
disseminated mineralization is a characteristic. of the ashes and tuffs, volcanogenic sediments,
and vent breccias. The andesitic flow: rocks. are a tight, more brittle material which reacts to
tectonics and- hydrostatic pressures by shattering and crackle-brecciating to create a secondary
permeability. The andesite characteristically has more, and higher .grade, veins than the other
host rocks. Rhyodacite is an important ore host characterlzed by more 1ntrus1ve and extruswe
fracture controlled mineralization. : o

E /i Salvador Prolects

Dayton, indirectly through wholly-owned subsidiaries, holds 100% interests in .four exploration
licence areas:in El Salvador. Dayton’s: most advanced property- in El-Salvador. is the El Dorado
" Property which consists -of two exploration licences. Dayton also holds: the Potonico- and El
Paisnal Exploration licences. Although the El Dorado: Property: contains geological resources;
none of Dayton’s propertles in El Salvador, 1nclud1ng the El Dorado Property, contain a. known
body: of commcrcml ore. ; ST , : : s

On April 6 2000 Dayton acqulred 100% of erage Resource Corporation (“erage”) through
an amalgamation of Dayton Acquisitions Inc., a wholly-owned subsidiary of Dayton, and
Mirage. -Dayton issued.a.total of 888,049:Common,Shares; at an:effective price of Cdn $2.26 per
share for a total acquisition price of Cdn $2,006,891. In addition, Dayton-acquired from Kinross
Gold Corporation -shareholder loans made to Mirage Resource: Corporation in-exchange for
1,328,976 Common Shares at.an effect1ve prlce of Cdn $2 26 for a total: acqu1s1t10n pnce of Cdn
$3,003,486. o ‘ : ,

Mirage initially acqulred an optlon (the “Optlon ) on the two exploratlon concessions
comprising the El Dorado-Property (as hereinafter defined) on June 23;-1993 from' Zinc Metal
Corporation (“ZMC”) of Toronto, and.its wholly-owned subsidiary,New'iYork and El Salvador.
Mining Company (“NYESMC?). Immediately following the signing: of the option agreement,
Mirage granted: Dejour ‘Mines ‘Limited: (“Dejour”) and :Bethlehem: Resources.-Corporation
(“Bethlehem”), both of Vancouver, the right to participate in the option on a joint venture basis
~ as to 25% ‘each, by payment of.a pro-rata share of costs. Under the joint venture arrangements,
- Kinross had-a right‘(the “Back-In Right?) to acquire 50% of each-of the parties’ interests by
~ completing -a - “Bankable ' Feasibility Study”,  arranging . for - dévelopment; financing ~and
- reimbursing the parties. for 50% -of their costs-incurred in relation to the property all' within
- specified time ‘constraints from completion of a Pre-Feasibility: Study by Mirage. The Option
was exercised ‘on August 25, 1994 in accordance with its terms by payment of US$175,000 to
" ZMC and by the parties having incurred aggregate expenditures in excess of US$800,000. =

Accordingly, as at September, 1994 Mirage, Bethlehem' and Dejour: operated the project as a
50% /25% /25% joint venture, subject to the Back-In Right: In May 1995, Mirage acquired
Bethlehem’s and Dejour’s respective 25% joint venture interests in the: El Dorado project. In
August 1996, following completion of -a study (the “Pre-feasibility Study”), Kinross advised
Mirage that it would waive its Back-In Right because of time constraints relating to completion
of the Bankable Feasibility Study.
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As a result, Dayton holds a 100% undivided interest in the El Dorado Property. The El Dorado
Property is, however, subject to a royalty of 3% of net smelter returns in favour of ZMC. :Dayton
has-the right to purchase the royalty from ZMC for US$4,000,000 (US$1,000,000 for the first
one-half and US$3,000,000 for the second one half) provided that at least one-half of the royalty
is acquired w1th1n six months of the commencement of commercral production.

Mirage, through a wholly-owned El Salvador subs1drary, apphed for and has been granted
exploration licences for the Potonico and El Paisnal properties directly from the Govemment of ,
El Salvador. o

The two exploration licences comprising the El Dorado Property expire in December:2004.: The
exploration licenses for the Potonico ‘and El Paisnal properties expire in January 2005-and July
2006 respectively. In order to convert these exploration licenses into exploitation iconcessions,
Dayton is required to make application ‘prior to expiry 'of the exploration licenses.' :These
applications must be accompanied by, among other things, a feasibility study, an envirenmental
impact study and a program of exploitation. There is no guarantee that Dayton-will succeed in
converting any of these exploration licences into explortatlon concessrons (See 3D Rrsk
Factors) in whrch case the exploratlon lrcence will explre i

The El Dorado property is-located near. the crty of Sensuntepeque in north central El Salvador
Property access is by paved and‘dirt road ‘and power will:be accessible by tapping into ‘the grid
connecting Sensuntepeque’ with San -Salvador. -While, Dayton holds a 100% interest in the El
Dorado property, anunrelated-third party is entitled to receive annual advance minimum royalty
payments, which is the greater of $50,000 per year or a 3% net smelter return royalty.: Also the
govemment of El Salvador is entltled to a 2% net smelter return royalty.

Gold was dlscovered n the El Dorado property area by Spamards who conducted shallow
surface trenching and pitting in.colonial times. In 1942, the New York and El Salvador Mining
Company acquired the property and:conducted underground mining activities between 1948 and
1952 and produced approxrmately 72 400 ounces of gold and 355 123 ounces of sﬂver ‘

Exploratlon resumed on.this property followmg the termination. of the crvrl war in 1992 and has
focused: on three main veins systems, being:the Zancudo; Minita and. Minita 3 veins: These are
underground targets below the lowest level of the old:workings, from 285 meters to 100. meters.
above sea level. Additional exploration has occurred-on the La Coyotera:Norte and Nueva
Esperanza veins which were identified at surface. Over 50% of the mineralization occurs in the
Zancudo, Minita:and Minita 3 veins. A total of 35 veins: have been identified. on the property to
date. : Lo : S TR .

The Company completed and filed with the British Columbia: Securities Commission (‘BCSC’) a
“Property Report” on the: El Dorado property-dated March. 2000 and prepared by JA Mine Inc.
As second report entitled “Resource Update Nueva Esperanza & El Dorado Mine Area — El
Dorado Project — El Salvador” was prepared by Lacroix & Associates and filed with the BCSC
in February 2002. - ‘

Between 1993 and 1995 over 19,000 meters in 110 holes were drilled. In 2000 an additional 13
core holes totaling over 3,725 meters were completed. Other activities in 2000 and 2001
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included estimating a new resource, detailed mine planning, capital cost and infrastructure
estimates, metallurgical testing and the completion of a pre-feasibility study.

El Salvador can be divided into four morphological-geological units: Coastal Plains, Coastal
Ranges, Great Interior Valley and Northern Mountain ranges. The El Dorado Property straddles
the boundary between the Interior Valley and the Northern Mountain Ranges. The Interior
Valley is a heterogeneous: basin with low mountain topography composed of eroded volcanoes
and intermountain basins. The Northern Mountain ranges are domrnantly composed of the
Tertiary Chalatenango and Morazan Formations.

The structure of El Salvador is dominated by several fault systems, the most important of which
strikes east-west and extends from the Guatemalan border eastward to-the nerthern edge of the

Olomega basin. This fault system is largely masked by volcanic complexes of the Santa:Ana.

group extending from Santa Ana on the west, eastward to San Miguel.- The northwest-trending
faults are part of a prominent tectonic element which trends across Central America and includes
the Nicaragua Depression which contains the intra-volcanic basins. - A major: sét of northeast-
trending faults is referred to as the Trans-Salvador Fault Zone and may be the oldest of the three
structural fabrics dlscussed above

The El Dorado dlstnct occurs at the intersection of the three structural trends summarrzed above

It is speculated that this regional fault intersection may have had some bearing on the

implacement of the heat sources for the district. The gold bearing Veins at El Dorado are

* dominated by chalcedonic quartz, accompanied by calcite and generally less than 2% sulphides,

~ and range in width from 1 to 15 meters at surface expression. The veins may be up to 2

- kilometers in length and d1p steeply. Pyrrte isa mmor constltuent 1n both the wall rocks and
veins. :

The Potonico property covers 50 square kilometers and is located in north- central El Salvador,
five kilometers south east of the ‘city of Chalatenango and thirty kilometers ‘west north west of
the El Dorado property. Exploration on this property since work began in 1994 has been
generative in nature consisting of surface sampling and geolog1cal mapping. Access to the
property is by gravel road. Limited drilling was conducted in 1995. Extensive gold
mineralization was found but grades did not exceed 0.50 grams per tonne gold. No significant
work is currently contemplated on this property.  The exploration licence expires in January
2005.

The El Paisnal property is located 20 kllometers north of San Salvador approxrmately ﬁve
kllometers west of the main ‘highway linking El Salvador and Honduras Access to the propercy

 is by all-season dirt roads. This property was orlgmally acqurred in 1997 The ‘majority of work

has been sampling and trenching with a limited near-surface drilling program. The intercepts

were less that 1 gram per tonne gold. More surface work is required to identify additional

targets. The exploration licence expires in July 2006.

Andacollo Mine

The Andacollo Mine is presently closed and to facilitate its closure the Chilean courts approved a
plan to protect it from its creditors while the assets are being disposed of. CMD the owner of the
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mine is'not subject to managerial control of the Company. This mine was an 18,000 tonne per
day heap leach operation.. It operated from 1996 to October 2000. . The creditor. plan
contemplates paying off all of the creditors, including Dayton from the proceeds of the sale of
the plant and ancillary equipment and from proceeds of production from the continued-leaching
of thie heap leach pads. At December 31, 2001 Dayton is owed $1.8 million ds part of this'plan: -

In early 2002-CMD settled in full-its cquipmentleasé obligations with:Caterpillar Leasing ‘and
Dayton has been released from its guarantee of this.lease.. .- ' - DLl S

1

Reclamation

The' final reclamation-and closure -plan - for: Denton-Rawhide. is under -development: When
completed it must be approved by the-Bureauof: Land Management and the Nevada Department
of Environmental Protection. Dayton’s share.of the reclamation and closure-costs:is estimated at
approximately $4.8 million. -During 2001, Dayton contributed $39,090 per month into a trust
fund to meet.its reclamation and closure obligations. . At December 31, 2001 the markét value of
the trust-fund for Daty,tqnz’s; benefit was $3.4 million. -~ . D s o T e

There are not believed to be any material reclamation obligations at El Dorado, El Paisnal and
Potonico excepting minor site cleanup.. ..+ . . ; G

H

Management of the Andacollo Mine is in:the process of preparing final closure plan, for the

mine.. This plan must be approved by representatives of the Chilean government., As part of the
creditors plan, minesite personnel are completing final reclamation of the open. pits and waste
dumps and : contributing cash to. a.reclamation fund. This. fund. contained ., $1.2 million at

December 31, 2001 and an additional $800,000 may be contributed to the trust fund in 2002.
(See 3D — Risk Factors)

{TEM5:  OPERATING AND FINANCIAL REVIEW AND PROSPECTS

This Ttem' § should be tead in corjinction with and is qualified by ‘the audited financial
statements and the related notes that have been prepared in accordance with accounting
principles generally accepted in Canada, Reference should be made to Note 17 of such financial

statements for reconciliation of Canadian and United Statés generally ‘accepted ‘accounting
S eipies. As a resul of he conyeision of Dayton’s debentures in early 1999, and the reulting
adoption of “frésh start’ accounting, there arenocomparatlve figures before April 1999. -
{Uless otherwise identified, all dollar amounts reported and included in this discussion are in the
currency of the United States of America. The Company adopted the U.S. dollar as its principal
currency as at January 1, 1999.
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(ii) Significant Transactions

By agreeineni dated April ‘6, 2000, but effective as at April" 1, 2000 the Combany :ac‘qui‘re,df a49%
joint venture interest in the Denton-Rawhide Mine near F allon, Nevada from Kinross Gold
Corporation for 144,710,000 common shares.with 4 prescribed value of $12,275,400... . ..

On April 6, 2000 the Company. acquired 100% of Mirage Resource. Corporation (“Mirage”)
through the amalgamation of Dayton " Acquisitions Inc., a wholly. owned subsidiary. of the
Company, and Mirage.. The Company issued a total 0f 17,760,090 common. shares with a
prescribed value of $1,506,545. .In addition, the Company acquired from Kinross. Gold
Corporation: certain shareholder loans made to Mirage in exchange . for 26,579,516 common

shares with a prescribed value of $2,254,868. - .

On April 11, 2000 the Company consolidated its common shares on aone’for twenty basis
resulting in a reduction of the number of common shares outstanding to 27,033,069 common
shares from 540,661,385 common shares. oo T S TR

On June 16, 2000 the Company received final receipts for a special warrant financing transaction
~ that closed: on March: 1, 2000. In return.for the. investment of (Canadian) $9.0 million, net of
- underwriting costs, the Company issued 4,090,905 common shares. bringing its total issued and
" outstanding common shares to 31,123,974, L e o

* On December 1, 2000 the Company announced the permanent closure of its 100% owned
~ Andacollo Gold Mine in central Chile.. Also in-December, Compafiia- Minera Dayton (“CMD”),
a wholly owned subsidiary of Dayton Mining Corporation and the owner of the, Andacollo Mine,
applied to .the Chilean courts for creditor protection while it closes ‘the ‘mine and begins an
orderly disposal of all-assets. - The courts approved this plan in May 2001 and: it will rcmain;jn
~ effect until May 2005, assuming CMD abides by its terms and conditions. .- TR

- Finally on January 9, 2002 Dayton Mining Corporation and Pacific Rim Mining, Corp.

- announced, subject to shareholder and regulatory approvals, an amalgamation of the two
- companies. If approved each Dayton shareholder will receive 1.76 common shares of Pacific
" Rim in exchange for each Dayton common share. Shareholder meetings are scheduled for April

(iii) Overview = .

The Company’s remaining principal operating asset is its 49% ownership of ithéjDentonrRawhidc

Mine that was acquired in April 2000. The Denton-Rawhide Mine is a heap leach gold and

silver mine located near Fallon, Nevada. It,has a nominal -crushing capacity of .approximately 6

million tonnes of ore per year.. : L e

The Company’s principal exploration and develoi:fhen_t property is the El bofédo gOfd and silver
property:located in the country of El Salvador. It was acquired on.April 6,4;20001 and at the

present time preliminary economic evaluations.are underway. - - - .. -

‘ Thé_‘Compan-y aléo owﬁs 100% of Compaﬁia Minera D':ayton.Limitédéi, (a —cbnvli’):any sﬁbjcct toa
- creditors’ plan and no longer under control of the Company), which owns the Andacollo-Gold
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Mine located near the town of Andacollo in central Chile. This mine was permanently closed in
- December of 2000 and the process of disposing of the assets and the settling of outstandmg
liabilities is underway

The ﬁnancral performance of the Company is largely dependant upon the price of gold and: 1ts
ability to generate or raise financing to advance the El Dorado property in El Salvador. The year
ending December 31, 2001, as in 2000, was a difficult year for producers of gold. In 2001 the
London P:M. price fixing averaged $ 271 per ounce, in 2000 the average gold ptice was $279 per
ounce. These gold prices are the lowest annual average prices experienced since 1978. Dayton
does not hedge the price of any significant amount of its gold production and therefore its
financial performance is directly related to changes in the gold and silver- prlce and: also to the
cost of production of these metals at Denton-Rawhide. :

(iv) Gold And Silver Production

Consolidated production in 2001 totaled 49,366 ounces of gold: and 356,277 ounces of silver.
This included twelve months of operations at Denton-Rawhide. On December 1, 2000 the
Company’s.investment in the Andacollo' Mine held through CMD-was written-off in'its entirety
and on that date, the Company ceased accounting for Andacollo’s results. In the 2000 fiscal year
Dayton’s share of Denton-Rawhide’s production was 37,706 ounces of gold and 283,796 ounces
of silver. In 2000, prior to being deconsolidated on December 1,” Andacollo produced 84,028
ounces of gold.

Consolidated cash production costs in 2001 were $247 per ounce of gold produced compared to
$273 per ounce in 2000. In 2000 Denton-Rawhide’s cash production costs were $234 per ounce
and Andacollo’s cash production costs were $290 per ounce. During the 2001 year, minesite
operating costs at Denton-Rawhide declined as compared to 2000 levels. Staffing reductions and
a greater emphasis on cost control were responsible for the cost reductions. However, ‘these
benefits were offset by a srgmﬁcant reductron in by-product silver revenue due to a srgmﬁcantly
lower spot prlce for silver.

(v) Net Income And Its Components ‘

The net loss for the fiscal year 2001 was $3 37 mrlhon ($0 11 per share) compared toa loss of
$31.39 million ($1.17 per share) for the year ending December 31, 2000 and a loss of $2.05
million ($0.12 per share) for the nine months ended December 31, 1999. The results for 2000
included a writedown of $22.7 million relatmg to Andacollo The loss before unusual 1tems 1n
2000 was $8.7 mrlhon ($0 32 per share) : :

The improved operating performance in: 2001 was due to the decrsron to permanently close the
Andacollo Mine in December 2000. In 2000 Andacollo adversely effected the earnings of
Dayton for the eleven months that it was operatmg

Net sales revenue, including hedging gains, royalty and selling expenses in 2001 totaled- $14 9
million versus $34.9 million for 2000:and $26.3 million for the nine months ended December 31,
1999. The average price of gold received was $ 271 per ounce in 2001 versus $279 per ounce in
2000 and $275 per ounce in 1999. In 2001 the Company sold 49,300 ounces of gold versus
121,734 ounces for the twelve months of 2000 and 134,955 ounces for 1999. Operating costs ir
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2001 totaled $13.5 million versus $33.7 and $21.3 million in 2000 and. the nine months ended
December 31, 1999 respectively. The year over year decrease was due to the: inclusion of the
Andacollo operations for eleven months in 2000.

Depreciation, depletion and amortization decreased from $6.5 million in 2000 to $3.0 million in
2001. The comparable figure for the nine months' ended December 31, 1999 was $4.7 million.
'The decrease from 2000 to 2001 was due to: production only coming; from ‘Denton- Rawhlde in
2001 which had lower non- cash charges ona per ounce basis than Andacollo ‘ o

The operating loss for 20(}1 was $1.6 mllhon "VEersus a. 1oss of $5. 3 m11hon in 2000 and a: $0 3
million. operating profit in the nine months ended December 31, 1999. ‘In- 2000 other expenses
totaled $3.4 million for the twelve-month period compared with $1.8 million for 2001 and $2.4
million for the nine months ended December 31, 1999. In general most cost centers in 2001
benefited from lower spending than in the previous: years:  Interest income declined in 2001 due
to: lower interest rates and- lower investible: cash: balances. - Interest expense. declined in 2001
compared to 2000 and 1999 as the majonty of the 2000 and 1999 1nterest expense was generated
in Chile. .

(vz) quuzdzzy Capztal Resources And F manczal Condztzon

Wlth the closure of the Andacollo Mme the assets and 11ab1ht1es of the Company consist. of its
investment in the Denton-Rawhide Mine, the El Salvador properties and the assets and liabilities
of the parent.company. Dayton Mining Corporation is owed $1.8 million:by CMD. While
Dayton believes this amount, or more will be recovered from the sale of remaining assets, tax
losses and water rights, owned by CMD, the eventual recovery of such amounts is uncertain. In
January 2002, Dayton was released from all material guarantee obligations of CMD

As at the end of 2001 the Company was essentlally debt free exceptmg normal coarse trade
payables and a $1.85 million: loan obligation to two subsidiaries of Kinross Gold Corporatlon
that is repayable out of a percentage of: the cash flow from the Denton-Rawhlde Mme

Wxth the closure and wnte off -of the assets of the Andacollo Mme the Company S: workmg
capital at the end of 2001 was $7.68 million compared to $9.8 million at the end of 2000. Also,
by the end of 2001, the.Company’s debt to total asset ratio.was 8%. In June of 2000, the
Company raised $5.8 million on the sale of 4.09 million common shares: via a special warrant
issue:. The declme in investment income. occurred because ofa reductlon in cash

Cash ﬂow from operatrons in. 2001 was negatwe $0. 38 mllhon or ($0 01) per share Versus a
negative  $1.691 million.($0.06 per: share) in 2000. Cash flow. from operations improved.
~ because Denton-Rawhide is cash generatmg but And'acollo ’s operations consumed cash. In 2000
the Company acquired a 49% interest in the Denton-Rawhide Mine and a:number of exploration
properties in El Salvador through the acquisition of Mirage. Both of these acquisitions were
completed by issuing common shares. See Note 15 to the financial statements for a description
of these transactions.. During 2001, the Company spent minimal funds on deferred stripping and
plant and equipment as compared to $1.1 million-in:2000. In 2001 no revenue was recorded for
hedging activities as compared to $0.72 million in 2000. : -
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The Company did not pay any dividendsin 2001, 2000 or 1999 and does not plan on paying any
dividends in 2002." s : S ‘ . : EAR

(vii) Regulatory, Environmental And Other Risk F actors and Outlook

The ‘company is committed to: constructing and operating its mines: and: exploration projects ' to
minimize the effects of its operations -on the environment. The proposed reclamation plan at the
Andacollo Gold Mine in:Chile generally follows North American standards. ' As part. of the
closure plan, CMD has begun final pit reclamation activities and is depositing certain funds into
a trust to provide funding for the estimated closure costs. This fund totals:$1.2 million. These
funds are derived:in part from the revenue to' be- generated from- the sale of ‘releach .gold
production and from the sale of the assets'of the mine. - N R N

With respect .to - its: 49%: share - of the -post closure costs -at. Denton-Rawhide, : the: Company
recognized the then entire estimated obligation: at the time of the acquisition: This amount has
now been increased to approximately $4.8 million with the remaining obligation: being accrued
on a unit of production basis over expected future recoverable ounces of production.
Furthermore, Dayton has established a closure fund with approximately $3.4 million in it as at
year-end to fund its share of closure costs. ‘Dayton contributed $0.5 million:in 2000-and $0.4
million in 2001 to this fund. Approximately $1.1 million is anticipated to be spent on
reclamation in 2002 with tio trust funding required. oo i a0

The ‘Company and-its: joint venture partner ‘have :implemented extensive. health-and safety
programs, for its'employees in Chile, Canada; The United States of . America and El Salvador.
. The Company believes. it is in compliance with such laws in all-of the countries in which: it
operates and is not aware of any changes to these laws or regulations that would have a material
impact on the financial condition of the Company.

The Company’s sole operating asset is a-49% interest.in the Denton-Rawhide Mine in Nevada.
Its profitability -and:ability to generate ppositive cash flow is- directly related to the. prevailing
market price for gold and silver, the Company’s share of production from this operation and the
ability of the Manager of the Denton-Rawhide Mine to control the ‘costs of production. ~

The published level of reserves and resources are estimated using:a gold price ‘of $300 per ounce
and- such reserve estimates are made within normal engineering staridards-employed :by:such
professionals. In 2002 Dayton anticipates its share of gold production at Denton-Rawhide will
be 48,300 ounces of gold and 392,500 ounces of silver at a cash operating cost of $218 per ounce
of gold produced (net of silver credits). After funding the reclamation planned for 2002,"it is
forecast that Denton-Rawhide will generate positive cash flow. ‘By employing this price; reserve
and - cost estimates; the carrying value of the Company’s assefs as stated is: believed to-be
teasonable. Any adverse change in these estimates could affect the future carrying value of such
assets. " SR T R AT
During 2002 the Company: is planning to.spend limited' amounts of money to continue to
advance the El Dorado project.’ The:Company’s ability to obtain third party financing to advance
this property is believed to be limited given the depressed nature of the equity markets for junior
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gold producers- and therefore the Company may be forced to seek a partnership or an altematlve
arrangement with another m1n1ng company to advance the pI‘Q]CCt

5.B LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2001 the Company had working capltal of’ $7 7 million ($9.8 m11110n as at
December 31, 2000) The current assets consisted of $9.0 mrlhon of inventory and $1.8 million
in cash, investments in marketable securities and other recervables Current liabilities consisted
of $2.1 million in trade payables and accrued hablhtles and $1 8 mrlhon of accrued closure costs.

The working capital is beheved sufﬂc1ent to allow the Company to operate throughout the year,
however, ‘only maintenance expenditures are planned at El Dorado.” The Company is examining
alternatives to raise’additi'onal'eashjprirnarily thr'Ough the pr'oposed-merger with Pacific Rim.

The Company holds its cash with a major Canadian financial institution and it is primarily held
in Canddian or U.S. dollars. Funds are’ invested i in'short- term bankers acceptance or certificates
of dep051ts to mrmmlze rlsk of default and to maxrmrze hquldrty

The loan outstandrng to two subsrdrarres of Kinross Gold Corporatlon relates to a portion of the
cash held in trust for closure. activities. at, Denton-Rawhide. Principal on this debt is only
repayable from a portlon of the-net cash generated by: the Denton-Rawhide Mine. Interest on the
loan is payable:annually at a rate of interest equal to the percentage return generated from the
closure trust fund.

The Company may hedge the prrce of gold and srlver through the use of a combmatron of
forward contracts and/or opt1on contracts when it beheves the price reallzed is acceptable As at
December 31 2001 6, OOO ounces of ,gold were hedged wrth matuntres to March 31 2002 '

ITEM6: ~ DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
6'A. DIRECTORS AND SENIOR MANAGEMENT"

The names, positions with the Company, principal occupation and terms of ofﬁce and‘ perlods of
service of all directors and executive officers are stated below: * ~~ ’

AR

oo - - - Dlrector/Officer
~'Name ~ i cnii o Position(s) with' Company b o e T Smce
_ WllhamH Myckatyn o Chairman, President & CEO of Dayton, June 1998 to ;June 1998. .

rrrrr

' présent; Director of Pacific Rim Mining Corp. and First
'Point Minerals Corporation;-President and: CEOf © . o
waoon s b i oo Princeton Mining:Corporation. from 1997 to:1998. - i o
Paul M. Blythe "* .Consultant; January 31, 2002 to‘present; Vice-President, - Juiie 1998 = *.'
Technical Support and Business Evaluation, BHP Billiton
Base Metals (a mining company) September 1998 to
January 31, 2002.

Robert M. Buchan Chairman and CEO Kinross Gold Corporation (a mining April 2000
company) 1993 to present.
Douglas D. Donald Independent financial advisor, 1997 to present; Director of June 1998
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S ‘ ‘ - . Director/Officer
Name Posmon(s) with Company L Since. -

Repadre Capital Corporation and Piedmont Mmmg
Company, Inc. : ;

David K. Fagin Investor; Director, President, Western Exploratron and June 1998
Development Ltd., 1997 to 2000; Director, Golden Star ;
Resources Ltd. (a mining company) 1992 to present;
Director, ‘Canyon Resources” Corporatlon (a mining '
’ company) ‘2000 to present; Director of various miutual:’- """
funds of T. Rowe Price Group, (a mutual fund company),” .
1987 to present; Director, Miranda Mmmg Company, 2002
T T B topresent . ‘ TR
Jonathan C. Goodman . . ~ President .and CEO, Dynamic.Precious Metal Funds (an-. May.2000 -
' DRI investment company), December 1998 to present; Director, .. | s
Dundee Precious Metal Funds and Repadre Capital
J Corporatron L
~John'W.Ivany ‘Executrve V1ce Presxdent Kmross Gold Corporatron (a;, April 2000
o ' mlnmg company) 1996 to present.. ) ’
Catherine A. McLeod- President and Director, Pacific Rim Mlmng Corp. (a June 1998
~ Seltzer .. . mining company) February 1997 to present; Director of
R " Frahcisco Gold Corporation, Corrienté” Resources’ e,
Miramat' Mining’ Corporanon, Silver Standard’ Resources,””-’ '
Madisen Enterprises Inc. and: Eveolutlon Ventures:Inc: 7"

*F. John Norman~ - s - ““Controller. -+ S R May 2000

The term .of office of each of the current directors expires at the next annual general meeting of
the Company or when his or hier successor is duly elected or appomted unless the ofﬁce is
vacated. earher in accordance with the Articles of the Company or w1th the prov1s1ons of the
Company Act (British Columbia). Executive Officers are appointed by the Board of Directors to
serve until terminated by.the Board of Directors or until their successors are appointed.

There are no family relationships between any of the directors and .,execu_tiy:_e ‘,;off}rcers_-ofﬁt‘he
Company. ' “ o

6 B. COMPENSATION OF DIRECTORS AND OFFICERS

For the fiscal year ended December 31, 2001, there were three executive officers of the
Company and the aggregate cash compensation paid to.them by.the Company and its subsidiaries
was (Cdn) $1,010,960.

The following table sets ,fortn all compenéation paid in respect of individuals (“Named Executive
Officers”) who were at December 31, 2001, the Chief Executive Officer and the Company’s only

other executive officers earning a combined salary and bonus in excess of $100,000 for the year
ended December 31, 2001. All compensation amounts are in Canadian dollars. :
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SUMMARY COMPENSATION TABLE
Annual compensation ‘ Long-term
' S compensation
Awards
Name and principal positien | Year Salary Bonus Other .Options | All other
ﬂanted compensation ©
William H. Myckatyn 2001 | $225,000 - - $111 _904
Chairman, President and Chief|' 2000 | 225,000 - | 350,000 118,200|
Executive Officer | 1999 | 235,000 $90,000 | -l 687,500 87,000
F. John Norman | 2001 |$100833] . - o | .$7,§$4
Controller L 2000 60,870 - - 450009 B 540
Scott M. Brunsdon ™ | 2001 | $205838| - [$352546] = - ° $7 285
Senior Vice President, Finance| 2000 {200,000 - | | = 750009 - 8000
‘\and Chief Financial Ojfcer 211999 | 11,398) o _ 100,000 @ ;

® The exercise prices of the optlons are $O 95 for 350, 000 opt1ons $2 30 for 500, 000 optlons and
$1.86 for 187,000 options. All in Canadian dollars.

. ®  This bonus was determined and paid in 2000 but pertain to 1999 compensatlon $15 000 of the .
T " ‘bonus pald to Mr. Myckatyn was pard by the issuance of 6; 500 Common Shares at an effeetrve pnce
of $2.30 per share. = '~
@ Thie exercise price of these options is $0.95 — in'Canadian- dollars : nee L
® The exercise prices of the options are $0.95 for 75,000 options and $1.90 for 100 000 opt1ons both

in Canadian dollars. Mr. Brunsdon’s options expire on April 30, 2002. Mr. Brunsdon resigned
.- October 31, 2001. Under terms of Mr, Brunsdon’s employment agreement he is entitled to a cash;:
payment of $352 546, which Mr. Brunsdon agreed to receive over 18 months.
© These amounts represent benefits and contnbutlons made by the Company on behalf of the named’
o Execuuve Ofﬁcers to a retirement compensat1on arrangement and/or a group or md1v1dual RSP

Other Compensatlon Matters

There were no longer-term incentive awards made to Named Executive Officers of the Company
during- the most recently completed financial: year. There - was a Retirement Compensation
Arrangement in-place -for- William H. Myckatyn to. which the Company contributed (Cdn)
$96,250:in-2001. ' There were no pension plan benefits in place for-any ofithe other: Name‘d
Executwe Ofﬁcers Please refer to.items: 6E and 10A for further dlsclosures on stock optlons

The Company has entered 1nto employment agreements with. each of 1ts Named Executwe
Officers. Under the terms of these agreements, in the event of termination of employment
without cause, change in responsibilities or a change in control of the Company, F. John Norman
is entitled to six months salary. Under the proposed Amalgamation with Pacific Rim Mining
Corp., Mr. Norman will continue his employment as Controller of the surviving "corporation.
Scott M. Brunsdon left the Company on October 31, 2001. Under the terms of Mr. Brunsdon’s
employment agreement, he was entitled to an immediate ‘cash payment of $352,546, which Mr.
Brunsdon agreed to receive over 18 months. On the effective ‘date’of the Amalgamation,
William H. Myckatyn’s employment will be terminated and he will receive severance in the
amount of $860,784 which Mr. Myckatyn has agreed to receive over 12 months.
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Indebtedness of Directors and Senior Officers

The aggregate indebtedness to the Company or any of its subs1d1ar1es owed by all current and
former officers, drrectors and employees of the Company and its subsidiaries as at December 31,
2001 was zero.

6 c. BOARD PRACT‘rC’Es "

There are 1o service contracts or termination benefits to any Directors, exceptmg Mr W :
Myckatyn as disclosed above. During 2001, each non-employee director of the Company
received an annual fee of (Cdn) $10,000 and board meetrng and committee meeting fees of (Cdn)
$1,000 and (Cdn) $500 respectively. An additional (Cdn) $1,500 annual fee was paid to non-
employee directors who serve as committee chairmen. Directors are reimbursed for the1r travel
and other expenses incurred in attending board and. committee meetings. - Directors may, also
from time to time, invoice the Company for professional services rendered to the Company, at
standard blllmg rates Effectlve J anuary 1, 2002 no fees are payable to dlrectors

The Compensation Commrttee consists of three dlrectors and has the responsrbrhty for: a) fixing
the compensatron and evaluatrng the’ performance of the Presrdent and CEO b) approving the
appointment of and monitoring the performance of the other senior officers; and c) exercising the
powers conferred upon it by the Board with respect to.the adm1mstrat1on and -adequacy of the
1999 Employees and D1rectors Stock Optron and Stock Bonus: Plan ‘

The Environmental Commlttee consists “of three drrectors and has the respon51b1hty for
reviewing the Company s envrronmental policy and for ensurmg ‘the Company s operations are
operated in a manner consistent w1th the envrronmental pohcy and. also for ensuring the
‘Company’s operations are run in a manner which does not unduly expose its employees to
unnecessary risk of accrdent or death. PN ‘

‘The Audit Committee consists of three members, all- of whom :are unrelated. directors. and -not
members of management: The Audit Committee: has the responsibility: for: a) reviewing the
annual financial  statements ‘of . the: Company -and . recommending to: the- Board: whether: such
financial statements should be approved; b) reviewing -the;interim financial statements-of-the
Company; c)-reviewing the public disclosure documents.containing financial information before
their release; d) appointing and establishing the remuneration for the external auditors of the
Company; e) determining the scope of the:annual audit:and evaluating the performance of “the
auditors; and f) reviewing the Company 'S system of 1nternal ﬁnanc1a1 controls and accountmg
processes to ensure therr adequacy ATV DT T e T

6D.EMPLOYEES . R
As at December 31 2001" the Company had 3/fulltime employees in Canada rwo fnlllime
employees in El Salvador and there were still 65 employees at the- Andacollo Mine in Chrle The

employees at Denton-Rawhide are not employees of Dayton Mining Corporatlon

As at December 31, 2000 the Company had 4 full time employees in Canada and 365 employees
in Chile. In 1999 there were 4 employees in Canada and 365 employees in Chile. The number
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of employees at the Andacollo Mine declined between 2000 and 2001 because of terminations
resulting from the closure of the mine: - : : :

6 E. SHARE OWNERSHIP L
As at December 3l 2001 the - follow;ng represent the optxons outstandmg to employees and

directors:

. Exer‘cise'l"riee‘gcdnﬂl Numbef Outstanding ,‘ Average Pnce;,_."" )

0-095 - .. 925,000 . . . $ 095,
1.86 —2.00 287,500 187
2.00 —2.40 C 795,500 AR 2401 BRTET
Above2.40 ST 30000 6733
© 2,008,300 '

ITEM 7 | MAJ OR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS B
7 A. MAJ OR SHAREHOLDERS

The Company is not owned or controlled d1rect1y or mdlrectly, by any other corporat1on or by
any forelgn govemment R Y

To the best of its knowledge the Company belleves that' the followmg table sets forth the name
of each person or corporation who owns beneficially, directly or:indirectly; more than 5% of the
Company’s issued and outstanding Common Shares as at December 31,:2001.. .The table also
lists information with respect to the total amounts of Common Shares of the Company-owned by
the officers and directors as a group as at December 31 2001 The Company has no other class
of voting securities. R LR A

Title of Class ) Identity of Amount Percent of

Person or Group o0t iOwned: s H 1t Class -
Common Shares Kinross Gold Corporation 10,003,437 32%
Dundee Precious MetalsInc. .- :: . 4,447,306 : - .. .+ - 14% . .

Directors and Officers 12,375 Less than 1%
(11 persons), . . o

There are no arrangements ‘known to the Company, ‘other that the announced “Pac1ﬁc R1m
amalgamatlon described i in Item 4A whrch may at a subsequent date result in a change in control
of the Company. o :

7 B. RELATED PARTY TRANSACTIONS

The directors, senior officers and principal shareholders of the Company and associates or
affiliates of the foregoing have had no material interest, direct or indirect, in any transactions in
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which the Company has participated within the three year period prior to the date hereof which
will materially affect the Company or any of its subsidiaries, except as indicated below.

Messrs. Robert Buchan and John Ivany, directors of the Company, are also directors and officers
of Kinross Gold Corporation. Kinross sold to the Company a 49% interest in the Denton-
Rawhide Mine, its 53.8% shareholding in Mirage and certain shareholdér loans made by Kinross
to Mirage in exchange for a total consideration of 9,042,049 Common Shares at an .efféctive
price of (Cdn) $2.26 per share. Kinross also acquired 909,091 Common Shares of the Company
at a price of Cdn $2.20 per common share in the special warrant financing which closed in June -
of 2000. Mr. Buchan’s and Mr. Ivany’s appointment to the Board of the Company occurred after
the closing of the Mirage and Denton-Rawhide transactions.

Pursuant to the special warrant financing transaction which was entered into in March 2000 and
closed in June 2000, Dundee Precious Metals Inc. acquired 1,818,180 common shares of the
Company (5.8%) which increased its total shareholding to 4,447,306 common shares. Also,
Kinross Gold Corporation acquired 909,091 common shares (2.9%) bringing its total ownership
to 10,003,437 common shares. A total of 4,090,905 common shares at a price of (Cdn) $2.20 per
share were issued in this ﬁnancrng All common shares carry identical votrng rrghts

To the best of the Company s knowledge as of January 25 2002 there were 27 reglstered
Canadian shareholders and 158 registered U.S. shareholders, holding:27.2 million shares and 3.9
million shares respectively.

With respect to the recently announced amalgamation between Dayton Mining Corporation and
Pacific Rim Mining Corp., Ms. McLeod-Seltzer is a director of Dayton Mining Corporation and
an officer and director of Pacific Rim Mining Corp.. It is proposed she will remain an officer and
director of the surviving corporation:- Mr.. W. Myckatyn.is an officer and director of Dayton and
a.director of Pacific Rim Mlnmg Corp Itis proposed he W111 remain-a director of the survwmg
corporatron ; , ! : S e o

ITEMS8: FrNANbIAL INFORMATION
See ITEMS 3, 5, and Exhibit 19.

ITEM 9;-‘ . THE OFFER AND LISTING

9A. OFFER AND LISTING DETAILS :

The Company s Common Shares are listed and traded in Canada on the Toronto Stock Exchange
under the symbol “DAY”. In addition, the Common Shares are listed and traded in the United
States on ‘the American Stock Exchange under the symbol “DAY”. The. followmg table sets forth
the price ranges and volume of Common Shares during the periods indicated’ on the Toronto
Stock Exchange and the American Stock Exchange.
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Toronto Stock Exchange

Period -~ High Low Volume

January2002 . . . 0.57 0.37 6,367,548
December 2001 044 0.36 111,097,

. November 2001 .. 050  .041 © . 37,069
October 2001 0.65 043 . 98,768:
September 2001 0.60 0.41 102,459
August2001- ~ . 0.60 - 042 94,982
2001 Full Year 068 - 021 2,909,622
2000 Full Year 3.00 0.23 13,803,218 -
1999 Full Year " 8.00 '1.60 9,420,179
1998 Full Year 57.00 6.20 11,262,686
1997 Full Year 181.80 38.20 11,733,580
1996 Full Year 22000  115.00 2,053,917
o . All prices and volumes have been adjusted to reflect the one for twehty consolidation in Apﬁl

2000. Prices are in Canadian dollars. .

American Stock Exchange™

“Period S High o Lew *Volume

January -2002 - 036 026 " 647,600
December — 2001 030 - 023 420,500
November — 2001 0.34 0.26 342,000
October—2001 044 027 883,000
September — 2001 0.40 0.25 © 719,600
August - 2001 o 035 027 394,200

2001 — Full Year 0.48 0.125 4 19511,600

2000 — Full Year 1.88  0.125 16,009,890

1999 — Full Year - 6.20 1.00 3,851,780
1998 — Full Year 40.00 . - 3.80 918,825

1997 — Full Year o 133.80 2620 517,580

M All prices and volumes have been adjusted to reflect the one for twenty consolidation in April 2000.
Prices are in U.S. dollars (source — americanstockexchange—online.com)

9 B. PLAN OF DISTRIBUTION
Not Applicable
9 C. MARKETS

The common shares. of Dayton Mining Corporation are traded on The Toronto Stock Exchange
(DAY) and the American Stock Exchange (DAY).
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EXCHANGE RATE DATA

The following table sets forth (i) the rates of exchange for the Canadian dollar, expressed as
Canadian dollars per U.S. dollar, in effect at the end of each of the periods indicated, (ii) the
average of exchange rates in effect on the last day of each month during such periods, and (iii)
the high and low exchange rates during each period, in each case based on thé noon buymg rate
as reported by the Federal Reserve Bank of New York:" L :

‘ For the Years Ended December 31
2001 2000 1999 1998 1997 1996

High 1.494 1.438. .1.440 - 1408 - 1.335 - 1.331 ¢
Low 1.602 1.557 '1.530 1.577 1.439 - 1.382
Period End 1.593 1.500 - - 1.440 1.531 1.431 L1370
Average 1.549 1486 . 1483 . .1483 1.384 1364

ITEM 10:  ADDITIONAL INFORMATION
10 A. SHARE CAPITAL

The members of the Company approved an Employee and Directors Stock Optlon and Stock
Bornus Plan under which a total of 2,802,000 common shares have been reserved for issuance as
stock options and 310,000 common shares have been reserved for issuance as share bonuses. As
at January 25, 2002 options representing 2,008,300 common shares were outstanding (2,223,400
shares at December 31, 2000). Additionally.as at January 25, 2002 a total of 12,750 shares had
been issued pursuant to the Stock Bonus Plan since its inception. S

The following table provides details concermng the options granted to employees and whlch are
outstanding as at December 31, 2001:

Expiry Date , ‘Exercise Olitstanding‘ - Vested
Price

.~ (SCDN) ' -
March 26, 2002 . 45.00 : 200 | 200
March 26, 2002 112.00 X 100 100
April 27, 2004 240 7750000 775,000 R
June 29, 2004 186 187,500 187,500 o |
June 29,2004 . 240 20,500 20,500 .
December9 2004 190 - 100,000 100,000
May 28, 2005 0.95 925.000 641,667,

2,008,300 ,224!2@

The table below identifies the changes in capital structure since December 31, 1997. o
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Number of Shares Explanation

December 1997 endmg 40,856,779

Issued in 1998 o o o | Q

December 1998, ending. 40856779 .

April 1999 . Lo . 310,500,’000 Issued on 'conversion of debentures,

January 2000, ending Lo 351,356,779 | ‘ o L

April 2000 <+ 1 255000 Issued pursuant to stock bonus plan

April 2000 ‘, , 144,7(10,()400 Issued to acquire 49% of DentonfRawhide o
April 20000 < S 1 44.339:606  Issued to acquire Mirage Resource 'Corporation-
Subtotal ' C M »

April 2000. o o . ;27"0‘33’069 One for twenty consohdanon

June 2000 .- ¢ - - c 4,090,905 " Issued on conversion of special warrants -

Dee‘e‘mber 31, ?20'00»&' 2001? SR ‘—;:1 E.!23,274 ' ‘Closmg Balance R
10 B. MEMORANDUM AND ARTICLES OF INCORPORATION

Dayton Mining Corporatlon was'’ orlgmally 1ncorporated as Stanley Development Ltd on May 75
1985:(#292156) under the laws of the Province of British Columbia; Canada. On November 27,
1985 it changed'its name to Dayton Developments Ltd and on August 29; 1991 it again changed
its name to Dayton Mining Corporation. The Company may issiie up to-1;000,000,000 common
shares w1thout par value. The company s objects and purposes are unrestncted

Directors have ‘unlimitéd power to borrow' funds for the general good of the Company There s
no mandatory-retirement- age nor must ‘directors own' any common stock in 'the Company to
become ‘eligible to be a director. ‘Directors are entitled to set their own compensation” by passmg
~ an ordinary ‘résolution estabhshmg the same. Directors may not vote on any ‘matter”in which

they-are matenally mterested There must be a majorlty of d1rectors who are ordmanly res1dent
lnCanada i i ) EPTEE ) ‘ B T RELETORS P

General Meetmgs are to: be held annually To hold such a meetmg, a:quorum’ con51st1ng of two
persons-holding individually or. by proxyat.least 5%: of the shares -entitled to ‘vote must be
present All Dlrectors are subject to re- electron at each annual general meetmg

v

All common shareholders share equally in the proﬁts of the Company

Any member of the Company may view any document wh1ch requ1res ratrﬁcatlon orF executron
by:visiting the principal office of the: Company : R 1

10 C. MATERIAL CONTRACTS

None
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10 D. EXCHANGE CONTROLS

Other than as provided in the Investment Canada Act (Canada) (the “Investment Act”), there are
currently no limitations imposed by Canadian laws, decrees or regulations that restrict the import
or export of capital, including foreign exchange controls, or that affect the remittance of
dividends to nonresident holders of the Company’s securities. However, any such remittances of
dividends paid to United States residents are subject to withholding tax at a rate equal to a
maximum of 15% of the amount paid (see Item 10 - “Taxation”).

The following discussion summarizes the material features of the Investment Act, in its ptesént
form, for a nonresident of Canada who proposes to acquire Common Shares of the Company..

The Investment Act regulates the acquisition of control of a Canadian business by a “non-
Canadian” as defined under the Invéstment Act. With respect to the Company, an acquisition of
control is considered to be the acquisition of the majority of its Common Shares. However, if a
non-Canadian acquires more than one-third of the voting shares of the Company, but less than a
majority, there is a presumed acquisition of control unless it can be established that the Company
is not controlled in fact by the acquirer.. All-acquisitions-of control of a Canadian business. are
notifiable (which requires that a notification form be submitted to Investment Canada within
thirty days after the implementation- of the investment) unless the investment is reviewable. . If
the investment is reviewable, the .investment may not be implemented until the Minister
responsible for the Investment Act i is, or has been deemed to be, satlsﬁed that the. investment. is
likely to be of net benefit to Canada. - . :

Where either the acquirer is, or the Company is presently controlled by, a WTO investor (as that
term is defined in the Investment Act), a direct acquisition. of control .of the Company will only
be reviewable if the value of the Company’s assets, as shown on its audited financial statements
for the most recently completed fiscal year, is equal to or greater than (Cdn) $218 million. This
amount varies each year based - on the rate of growth in Canadian gross domestic product,;; Other
direct acquisitions of control .are reviewable if the value of the assets of the Company, as
calculated above, is equal to or greater than (Cdn) $5 million. The (Cdn) $5 million threshold
for review also applies with respect to the acquisition of control of any Canadian business that
provides.any financial services -or transportation services, is a cultural business, or is engaged in
the production of uranium and owns an interest:in or. producmg uranium property in Canada

Indirect acqulsltlons of control (acqulsmons of control of an entlty Wthh in turn controls the
Company) are not reviewable under the: Investment Act if the acquirer is;a WTO investor orif
the Company is controlled by a WTO investor. Otherwise, an indirect acquisition will be
reviewable if the value of the Company’s assets'is' $50 million-or more; or if the value of the,
Company’s assets acquired in the total transaction are in'Canada or the acquisition is not effected
through the acquisition of control of a foreign corporation.

Certain types of transactions are exempt from application of the Investment Act 1nclud1ng»
acquisitions of control of the Company:

(a) by the acquisition of voting shares or the voting interests by any person in the ordinary
course of that person’s business as a trader or dealer in securities;
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(b) in connection with the realization of security granted for a loan or other financial
assistance and not for any purpose related to the Investment Act;

(c) for facilitating its financing and not for. any purpose related to-the Investment Act on the
condrtlon that the acqulrer divest control w1th1n two years after control was acqulred and

(d) - by reason of an amalgamation, merger, consohdat1on or corporate reorgamzatlon
following which the ultimate or indirect control in fact of the Company through the
ownership of voting interests remains unchanged.

There are currently no limitations on the right of foreign or non-resident owners of Common
Shares to hold or vote such securities imposed by Canadian law or the Company s charter or
other constituent documents : :

There are no famrly relatlonsh1ps between: any of the directors. and executrve ofﬁcers of. the
Company. o : :

10 E. TAXATION
Certain Canadian Federal lncome:Tax Con_sedu\ejh}ces )

The discussion under this heading summarizes the material Canadian federal income. tax
consequences of acquiring, holdlng and d1spos1ng of Common Shares of the Company for a
shareholder of the Company who is not resident. in Canada but i is resident in the United States
and who will acquire and hold Common Shares of the Company as cap1tal property for the
purpose of the Income Tax Act (Canada) (the “Tax Act”) This summary does not apply to a
shareholder who carries on business in Canada, through a “permanent estabhshment situated in
Canada has a fixed tax. base regularly ava1lable to him  through which he or she, performs
mdependent personal services in Canada if the shareholder s holdlng in the Company is
effectively connected with such permanent establishment or fixed base. This summary is based
on the provisions of the Tax Act and the regulations thereunder and on the Company’s
understanding of the administrative practices of Canada Customs and Revenue Agency and takes
into account all spe01ﬁc ;proposals to amend the Tax Act or regulatrons made by the Minister. of
Finance of Canada to .December 31, 2001.. It has been assumed that_there will be no, other
relevant amendment of any governing law, although no assurance can be given in this respect.
This discussion is; general only: and is .not a. substitute for 1ndependent adv1ce from. a
shareholder 's own Canadlan and U.S. tax advisors. . :

The prov151ons of the Tax Act are sub_]ect to income tax treat1es to. wh1ch Canada is a party,
including the Canada-United States Income Tax Convention (1980) (the “Conventron”) and the
Protocols to the Convention.

Dividends on Common Shares

Under the Tax Act, a nonresident of Canada is generally subject to Canadian withholding tax at
the rate of 25% on dividends paid or deemed to have been paid to him by a corporation resident
in Canada. The Convention limits the rate to 15% if the shareholder is resident in the United
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States and the dividends are beneficially owned by and paid to him, and to 5%:if the shareholder
is a corporation that beneficially owns at least 10% of the voting shares of the payor corporation.

The Convention generally exempts from Canadian income tax dividends paid to.a religious,
scientific, literary, educational or. charitable organization or to-an-organization constituted and
operated excluswely to administer a pension, retirement or employee benefit fund or plan, if the
organization is resident in the Umted States and is exempt from income tax under the laws of the
United States. : -

D1spos1t10n of Common Shares

Under the Tax Act a taxpayer s capltal gain or cap1tal loss from a dlsposrtron of Common
Shares of the Company is the amount, if any, by which his proceeds of disposition exceed (or are
exceeded by, respectively) the aggregate of his adjusted cost base of the share and reasonable
expenses of disposition. One-half of a capital gain (the “taxable capital gain™) is‘included in
income, and one-half of a capital loss in a year (the “allowable capital loss™) is deductible from
taxable capital gains realized in the same year. The amount by which a shareholder’s allowable
capltal loss exceeds the taxable cap1tal gain in a year may be deducted from a taxable capital
gain realized by the shareholder in the year or in the three previous or any subsequent year,
subject to certain restrictions in the case of a corporate shareholder. '

In the case of a shareholder that is a corporatlon the amount of : any cap1tal Joss otherwise
determined may be reduced, in ‘Certain circumstances, by the amount of dividends prev1ously
received in respect of the shares dlsposed of, unless the corporat1on owned the shares for at least
365 days prior to sustammg the loss and (together with corporat1ons persons’ and other entities
with whom' the corporatlon was not dealing at arm’s length) did ‘not, at the time the dividends
'were rece1ved, own more than 5% of the shares of any class of the capltal stock of the
where a corporatlon 1s a member of a partnersh1p ora beneﬁc1ary of a trust that owned the shares
dlsposed of.

A nonresrdent of Canada is not subJect to tax under the Tax Act'in’ respect of a'capital ‘gain
realized upon the d1spos1t10n of shares unless the shares represent “taxable Canadian property”.
Common Shares of the Company- will ‘not 'generally constitute “taxable’ Canadian  property.
Comimon Shates of the Company will constitute taxable Canadian property of a shareholder at a
partlcular time if the shareholder holds the shares as “capital ‘property” and used the shares in
carrying on a business in Canada, or if at any time in the five years immediately preceding the
disposition the shareholder owned, either alone or with persons with whom the shareholder did
not deal at arm’s length 25% or more of the 1ssued shares of any class of the capital stock of the
Company.

Where a United States resident realizes a capital gain on a disposition of shares that constitute
“taxable Canadian property”, the Convention relieves the United States resident from liability for
Canadian tax on such capital gains unless:




- 40 -

(a)  the value of the shares is derived principally from “real property” in Canada, including
the right to explore for or exploit natural resources and rights to amounts computed by
reference to production,

(b)  the shareholder was resident in Canada for 120 months during any period of 20 .
consecutive years preceding the disposition, was resident in Canada at any time-during
‘the 10 years immediately preceding the disposition and the shares were owned: by h1m
when he ceased to. be resident in- Canada, or : :

(c) the shares formed part of the busmess property of a ermanent. establishment” or
pertamed to a fixed base used for the purpose of performing independent : peérsonal
services that the shareholder has or had in Canada wrthln the 12 months precedlng the
disposition. : Lo :

At the present time the: value of the Common Shares of the Company is not der1ved pnnc1pally
from real property in Canada o : ;

Notw1thstand1ng the potentlal exemptlon ﬁom Canadlan tax prov1ded under the Conventlon
where a.nonresident-of Canada: disposes of shares of Common Shares of the Company that are
“taxable Canadian property”, the.non-resident:i is requxred to file a. Canadlan income tax return in
respect of any such dlsposrtlons b : S : o

Certam Unlted States Federal Income Tax Consrderatlons

The followmg dlscussmn summanzes the material Umted States federal mcome tax
consequences to. certain, U.S. ‘Holders (as defined below) of the achISltIOH ownershlp and
disposition of the Company S Common Shares This d1scuss1on assumes such holders hold the
Common Shares as capital . assets for Umted States Federal income tax purposes. ThlS d1scuss1on
does not address consequences peculiar to persons subject to special provisions of federal
income. tax . law, :such as tax-exempt organizations, qualified: retirement plans, .financial
institutions, insurance companies, real estate investment trusts; regulated investment companies,
broker-dealers, - nonresident alien individuals or foreign corporations, -shareholders owning
Common- Shares representing 10% of the. vote: and value of the Company. In addition,. this
discussion does not address any state, local. or forelgn tax consequences.

The following discussion is based upon the Internal Revenue Code of 1986, as amended (the
“Code”), final, temporary and proposed Treasury Regulations promulgated thereunder, published
Internal Revenue Service (“IRS”) rulings, published administrative positions of the IRS and
court- decisions that are .currently. applicable, any or all of which could be. materially and
adversely changed, possibly on a retroactive basis. In addition, this: discussion: does not consider
the potential effects, both adverse: and beneficial -of recently proposed legislation which, if
enacted, could be applied, possibly on a retroactive basis, at any time. The following discussion
is for general information only and is not intended to.be, nor should it-be construed to be, legal or
tax advice to any holder or prospective holder of the Company’s Common Shares and no opinion
or representation with respect to the United States federal income tax consequences, to any such
holder or prospective holders is made. Accordingly, holders and prospective holders of the
Company’s CommonShares should consult their own tax advisors about the federal, state, local




-4] -

and foreign tax consequences of purchasing, owmng and dlsposmg of shares of Common Shares
of the Company. TR

U S. Holders

As used herein, the term “U.S. Holder” means a beneﬁcxal owner: of Common Shares that is (1) a
citizen or resident of the United States, (ii) a corporation, partnership or. other entity created or
organized under the laws of the United States, or any political: subdivision thereof, (iii) an estate
the income of which is subject to United States federal income tax regardless of source, or (iv) a
trust subject to the primary- supervision'of:a United States court and which has: one or more
United States persons who- have the authority to control all substantial decisions of the trust.

Distributions on Common Shares

For United States Federal income tax purposes,: the gross amount of all distributions. paid
(without reduction for Canadian income tax withheld) with respect'to Common- ‘Shares out of
current or accumulated earnings and profits as determined under United States Federal income
tax principles to a U.S. Holder will be treated as foreign:source ordinary income to"such holder.
‘Such Canadian tax-withheld may be ‘credited, ‘subject to-certain: limitations, against:the: U:S:
Holder’s United States:federal income: tax -liability or, alternatively; . may: be- deducted:in
computing the U.S. Holder’s United States federal taxable income -by:those who: itemize
deductions. (See more detailed discussion at “Foreign Tax Credit” below.) To the extent that -
distributions exceed current or accumulated eamings and profits ‘'of the' Company; they: will be
treated first as a return of capital up to the U.S. Holder’s adjusted basis in the Common Shares
and thereafter as"gain from the sale or exchange of-such shares. Preferential tax rates for
long-term capital gains may be available to non-corporate U.S. Holders. -Dividénds paid on the
Company’s Common Shares will not generally be’ eligible for the ‘dividends recelved deduct1on
prov1ded to corporat1ons rece1v1ng d1v1dends from certam Umted States corporatlons ‘ e

!

If a dividend is paid in Canadian dollars the’amount 1nclud1ble in income will be the U.S. dollar
value of the Canadian dollars at:the exchange' rate in effect-on the' date of receipt -of the.
distribution by the U.S. Holder. A U.S. Holder will have a tax basis in such Canadian dollars for
United States federal ‘income tax purposes equal to the United States dollar-value 'on the date of
receipt. Gain or loss, if any, realized on the disposition: of the Canadian-dollars ‘generally will be
United States source ordinary income or loss.

Forengn Tax Credit

A U S.'Holder who pays (or has withheld from d1stnbut10ns) Canad1an income tax with respect
to the ownership. of the Company’s Common Shares may be entitled, at the option of the:U.S.
Holder, but subject. to .the-limitations discussed below, to either a deduction or a tax:credit for
such foreign tax paid or withheld. Subject to certain limitations, Canadian taxes withheld will.be
eligible for credit against the U.S. Holder’s United States federal income taxes. . Under the Code,
the limitation on foreign taxes eligible for credit is calculated separately with respect to specific
classes of income. Dividends paid by the Company generally will be either “passive” income or
“financial services” income, depending on the particular U.S. Holder’s circumstances. Foreign
tax credits allowable with respect to each class of income cannot exceed the U.S. federal income
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tax otherwise payable with respect to such class of income. The consequences of the separate
limitations will depend on the nature and sources of each U.S. Holder’s income and the
deductions appropriately allocated or apportioned thereto. The availability of the foreign tax
credit and the application of the limitations on the credit are fact specific and holders and
prospective holders of Common Shares should consult the1r own tax advisors regardmg therr
1nd1v1dual crrcumstances :

D1spos1t10n of Common Shares

A U S Holder w111 recogmze Umted States source gam or loss upon the sale of Common Shares
equal to the difference, if any, between (i) the amount of cash plus the falrrmarket, value of any
property received, and (ii) the shareholder’s: tax basis in the Common Shares. This gain or loss
will be capital gain or loss if the shares are a capital asset in the hands. of the U.S.. Holder, and
such gain or loss will be long-term capital gain or loss if the U.S. Holder has held the Common
Shares for more than one year. Gains and losses are netted and combined according to special
rules in arriving at the overall capital gain or loss for a particular tax year. The net long-term
capital gain of non-corporate U.S. Holders generally will be subject to tax at a maximum rate of
20 percent Deductlons fornet cap1tal losses are subject to srgnlﬁcant hmltatlons

Other Consrderatlons

In the followmg crrcumstance the above dlscussron may not descrrbe the United States federal
income tax consequences resulting from.the holding and disposition of the Company’s Common
Shares: | : : : :

Passive Foreign Ihvestnient Company

Spemal rules are apphcable to U. S. Holders ownmg shares in a passrve forelgn mvestment
company” (a “PFIC”) A fore1gn corporatlon will be class1ﬁed as a PFIC if at least 75% of its
gross income for the taxable year is passwe income or if the value of assets held by it during the
taxable year which produce passive income represents at least 50% of the value of its assets. In
determining whether a foreign corporation is a PFIC, if the foreign corporation owns 25% or
more (by value) of the stock of another corporation, the foreign corporation is treated as if it (i)
held its-proportionate share of the assets of such-other corporation, and (ii) received directly. its
proportionate share of the income of such other corporation. In general, “passive income”
includes the excess of gains over losses from certain commodities transactions, including
transactions involving gold and other precious metals. However, gains from commodities
transactions generally are excluded from the definition of passive income if (i) such gains are
derived by a foreign ‘corporation in the active  conduct of a commodity business by ‘an active
producer, merchant or handler of commodities, and (ii) “substantially all” of such corporation’s
business is as an actrve producer or processor of commodltles (the ‘active commodities business
exclusion™). : - S

Based on the nature of the income, assets and activities of the Company, it is not certain whether
the Company could be classified as a PFIC for any taxable year. While the Company believes
that it presently qualifies for the active commodities exclusion, the application of the relevant
provisions of the Code and accompanying prior and current regulations to the Company is not
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clear. Further, the operations and business plans of the Company may change in subsequent
taxable years. Therefore, no assurances can be made regardmg the present of future status of the
Company L ~ : : : : PRI

If the Company were treated as-a PF IC at any trme durmg a U S, Holder ] holdmg perrod for the
Common Shares, such U.S. Holder might be subject to additional tax as well as certain: interest
charges in respect of the deferral of tax for the period during which such Common Shares were
held. Any such additional tax and interest charges would apply ‘to: the-disposition-of’ the
Common Shares or the receipt of certain dividends that are considered “excess distributions”
under the Code. ~ Additionally,- any  gain ‘realized on ‘the disposition of ‘such’ Common Shares
would be treated as ordinary income rather than as capital ‘gain and. the tax-basis of the' Cominon
Shares held by a U.S. Holder generally would not'be stepped up to ‘fair market- value: at death:
U.S. Holders and prospective holders of Common Shares should consult therr own tax advrsors
regardmg the possrble apphcat1on of the PFIC rules to the Company E

Backup Wlthholdmg

Certam non- corporate U.S. Holders may be subject to backup w1thholdmg at a: rate of 31% on
taxable distributions with respect to the Common Shares and the proceeds of a disposition of the

Common Shares. Backup withholding will apply only if the U.S. Holder (i) fails:to-furnish: its
Taxpayer Identification Number (“TIN”) which, in the case of an individual, would be his or her

social security number, (ii) furnishes an:iricorrect TIN, (iii)-is notified by the Internal ‘Revenue

Service (“IRS”) that it has failed to properly teport payments’ of interest or. dividends or" (1v)

under certain circumstances, fails to certify, under the penalty of perjury, that it has furnished a

correct TIN and has not been notified by the IRS that it is subject to backup withholding. Under
newly issued U.S. Treasury regulations, in the case of interest paid-after December 31; 1999; a

U.S. Holder generally will be subject to backup withholding at a 31% rate unless certain IRS

certification procedures are complred with, directly or through an mtermedlary US. Holders

should consult their tax advisors regardmg their qualrﬁcanon for exemptlon from backup

Wrthholdmg and the procedure for obtammg such an exemptron 1f applrcable '_" o

10 F. DIVIDENDS AND PAYING AGENT S

The Company has never declared a dlvrdend and has fo plans on declarmg any d1v1dends in the
foreseeable ﬁJture o SRR : : . S h

10G DOCUMENTS ON DISPLAY e S R S SR T N A PR
Any shareholder may mspect any of the documents or Exhlbrts referred to in. thls or any other
drsclosure by makmg a request to:the Company in writing: G o

ITEM 11 | QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET
RISK

Gold»Price
The Company S primary busrness is the achIlSlthIl and development of gold propertles and 1ts
revenue to date has almost entirely been derived from proceeds from, or related, to the sale of
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gold. See “Risk Factors - Metal Price Volatility”. Gold prices are subject to significantvolatility
and these changes, to the extent that the Company’s production is unhedged, can srgmﬁcantly ‘
affect the Company’s profitability and cash flow. Gold prices have declined steadily since the
latter part of 1996, culminating in August 1999 with the lowest price:in twenty years, and has
since then essentially remained below $300 per ounce. ‘A ten percent change in the price of gold
from'$270 per ounce will change revenue by $1.8 million and a ten percent change in the prrce
of srlver from $4 25 per ounce w111 change revenue’ by $167 OOO a

The Company may utrhze commodrty instruments for other than tradlng purposes to- protect the
selling price of a portion of its gold production. The Company has hlstorrcally used a
combination of puts and calls, as part of this hedging program. The proceéds derived from
writing (selling) the calls have at times paid for the puts, and at other times puts have been closed
out and the proceeds used to purchase further puts. The market risk to the Company s cash flow
of the put instruments relates to the possible failure of the counter-partiés to honor” their
commitment to purchase the gold when the put price exceeds the appropriate spot price at
maturity. The counter-parties to the Company’s put contracts- are, however, large international
credit worthy institutions.” The market risk to the Company of its’ gold call contracts relate to the
possibility that the Company may not produce sufﬁcrent gold at the. appropriate time to meet the
call obligations should they arise. Currently, there are no puts.or calls outstanding.

Interest Rate

in the reclamation trust fund.
Forelgn Currency

The Company’s révenue: and most of its operating costs are: derrved in,’or based on, U. S dollar
amounts. -Only the Company’s corporate general anid administration costs are denominated in-a
currency other than the U.S. dollar and therefore the effect of a change in the Canadian/U.S.
dollar exchange rate would be small. :

ITEM 12:  DESCRIPTION OF SECURiTIES OTHER THAN EQUITY SECURITIES
Not applicable |
ITEM13: DEFAULTS, DIVIDEND ARREARAGES AND DELIQUENCIES

Not applicable

ITEM 14: MODIFICATIONS TO RIGHTS OF SECURITY HOLDERS AND
PROCEEDS

Not applicable
ITEM15: RESERVED FOR SEC
Not applicable




-45 -

ITEM 16: RESERVED FOR SEC
Not applicable

ITEM17:  FINANCIAL STATEMENTS

The Audltor s Report and Consohdated Financial . Statements for the Company are- attached
hereto as itemized under Item 19(a) and are mcorporated herein by reference Such Consohdated
Financial Statements have been prepared on the basis of Canadian GAAP. A reconciliation to
United States GAAP appears in Note 17 thereto. . :

ITEM18: FINANCIAL STATEMENTS .

Not applicable.
ITEM 19:  EXHIBITS
(a) Financial Statements
(i) Auditors’ Report.

(ii) Consolidated Balance Sheets as at December 31, 2001 and 2000
(iii) Consolidated Statéments of Loss and Deficit for the perlods ended December 31 2001
" -and 2000, and the nine' months' ended December 31, 1999, ‘
(iv) Consolidated Statements of Cash Flow for the periods ended December 31, 2001 and
2000 and the nine months ended December 31, 1999.

V) Notes to the Consolidated Financial Statements.

(vi) Financial Statement Schedules are omitted because they are not applicable, not requlred
or because the required information is included in the Consolidated Financial Statements
filed herein.

(b) Exhibits
None
SIGNATURE

Pursuant to the requiremertts of Section 12 of the Securities Exchange Act of 1934,.‘the C:ompany
certifies that it meets all of the requirements for filing on Form 20-F and has duly caused this
Annual Report to be 81gned on 1ts behalf by the undersigned, thereunto duly authorized.

B DAYTON MINING CORPORATION

Date: February 26,2002 “William H. Myckatn”
' William H. Myckatyn
President and CEO




"(a) -berng entitled to glve notlce of drssent toa resolutron as prov1ded in sectlon 37,

@

- APPENDIX J
Section 207 of the Company Act (British Columbia)

103, 126, 222, 244, 249 or 289, a member of a company (m thrs Act called a
"dissenting member") gives notice of dissent,

- (b) "  the resolutlon referred to in paragraph (@) is passed and

(c) the company or its hquldator proposes to act on the authorrty of the resolutlon
" referred to'in paragraph (a), :

the company or the liquidator must first give to the dissenting member notice of the

'« intention 'to “act’ and advise the dissenting member of the rrghts of dlssentmg members

under this section.

“On réceiving a niotice of intention to-act in accordance with subsection’ (1), a dissentirig
~member is entitled to require’ thé company- to- purchase all’ of the drssentmg members

e shares in respect of which the notrce of drssent was glven o

3

@
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The d1ssent1ng member must exercrse the nght glven by subsectlon (2) by dehverrng to
the registered office of the company, wrthrn 14 days after the company, or the hqurdator

- gives the notice of 1ntentlon to act

V‘(a) a notrce that the dlssentmg member requlres the company to purchase all of the

dlssentmg member's shares referred to in subsectlon (2) and

~(b)  the share certificates representing all of those shares,

- and; on delivery-of that notice and those share certificates, the dlssentmg member is
" bound to sell those shares to:the company:and the company is bound to purchase:them.

A dissenting member who has complied with subsection (3), the company, or, if there has
been an amalgamation, the amalgamated company, may apply to the court, and the court
may

(a) require the dissenting member to sell, and the company or the amalgamated
company to purchase, the shares in respect of which the notice of dissent has been
given,

(b)  set the price and terms of the purchase and sale, or order that the price and terms -
be established by arbitration, in either case having due regard for the rights of
creditors,

(c)  joinin the application any other dissenting member who has complied with
subsection (3), and

(d) make consequential orders and give directions it considers appropriate.

The price that must be paid to a dissenting member for the shares referred to in
subsection (2) is their fair value as of the day before the date on which the resolution
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referred to in subsection (1) was passed, including any appreciation or depreciation in
anticipation of the vote on the resolution; and every dissenting member who has complied
with subsection (3) must be paid the same prrce

The amalgamatlon or wmdrng up of the company, or any change in its capital, assets or
liabilities resulting from the company acting on the authority of the resolution referred to
in subsection (1), does not affect the right of the dissenting member and the company

K under this sectlon or the prrce to be pard for the shares.

M

Every dlssentmg member who has comphed wrth subsectlon (3)

(a) may not vote, or exercise or assert any rights of a member in respect of the shares
for which notice of dissent has been glven other than under th1s sectron

’(b) may not wrthdraw the requ1rement to purchase the shares unless the company

consents and

: ‘(lc)» - trl the drssentmg member is pard in full may exercrse and assert all the rrghts of

a creditor of the company.

. If the court determines that a person is. not a dissenting member, or is not. otherwise
entrtled to the nght provided. by subsection (2), the court, wrthout pre_]udrce to.any acts or

proceedings that the company, . its members, -or any.. class of members mayhave taken
during the intervening period, may make the order it consrders approprrate to remove the

' "hmrtatrons unposed on the person by subsectlon (7)

The relref provrded by th1s section is not avarlable lf subsequent to glvmg notrce of

_dissent, the dissenting member acts 1nconsrstently with the dissent, but a request to

withdraw the requirement to _ purchase the dlssentmg member s shares is not an act
inconsistent with the dissent.

A notice of dissent ceases to be effective if the dissenting member consents to or votes in
favour of the resolution of the company-to which the dissent relates; unless-the: consent or

-vote is. given solely as a proxy holder for -a-person whose proxy.required an affirmative

vote.
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